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REVISION OF PROPOSED RULES 
AND EXTENSION OF COMMENT 
PERIOD REGARDING MINERAL RE- 
SOURCE ASSETS—REPLACEMENT 
COST DISCLOSURES—OIL AND GAS 
PRODUCING OPERATIONS [File Nos. 
$7-715 and S7-724 Comment Period 
Expires May 19, 1978] 
IC-10162 PROPOSED RULE UNDER THE IN- 
VESTMENT COMPANY ACT OF 
1940 WHICH WOULD PROHIBIT 
CERTAIN ACTIVITIES ON THE 
PART OF PERSONS AFFILIATED 
WITH REGISTERED INVESTMENT 
COMPANIES OR THEIR INVEST- 
MENT ADVISERS OR PRINCIPAL 
UNDERWRITERS, REQUIRE CODE 
OF ETHICS AND REPORTING BY 
CERTAIN ASSOCIATED PERSONS 
[File No. S7-738 Comment Period Ex- 
pires April 27, 1978] 
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nization rule proposals and/or adoptions. 
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33-5917 Changes in the Statement of Func- 
tional Definitions and Delegations of 
Authority Now Published in Part 200 
of Title 17 of the Code of Federal 


Regulations 











34-14594. RICHARD LEE CHATHAM 


Commission reaffirms previous find- 
ings of fact, conclusions of law and 
order in case remanded by appeals 
court for consideration in light of 
Collins Securities Corporation v. SEC 


34-14596 DOUGLASS & CO., INC. 


Where registered broker-dealer, aided 
and abetted in certain cases by its 


SEC DOCKET/507 








president, violated registration, quo- 
tation, antifraud. net capital, customer 
protection, record-keeping and report- 
ing provisions of the securities acts, 
and failed to exercise reasonable 
supervision over its salesmen with a 
view to preventing their violations of 
antifraud provisions, held, in the 
public interest to revoke broker-deal- 
er’s registration, expel it from 
membership in “¢egistered securities 
association, ana,' subject to certain 
provisos, to bar president from asso- 
ciation with any broker or dealer. 














SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 5916/March 17, 1978 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14576/March 17, 1978 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20453/March 17, 1978 


MINERAL RESOURCE ASSETS—REPLACEMENT 
COST DISCLOSURES—OIL AND GAS PRODUCING 
OPERATIONS 


AGENCY: Securities and Exchange Commission. 


ACTION: Revision of proposed rules and extension of 
comment period. 


SUMMARY: In Release No. 33-5878, the Commission 
proposed rules (1) to rescind the existing requirements 
for certain registrants to disclose replacement cost 
information about their mineral resource assets 
employed in oil and gas producing activities and (2) to 
require registrants with mineral resource assets 
employed in oil and gas producing activities to 
disclose in filings covering fiscal years ending on or 
after December 25, 1978, information based on the 
present value of future net revenues from estimated 
production of proved oil and gas reserves. This release 
reflects certain revisions to the proposed rules relating 
to the presentation of the present value data. The 
Commission has extended the period for submitting 
written comments in response to these proposals to 
May 19, 1978. Commentators are directed to File 
S7-715 as well as File S7-724 for information relevant to 
this proceeding. 
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DATE: Comments should be submitted on or before 
May 19, 1978. 


ADDRESS: Comments should refer to File S7-724 and 
should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. All comments 
will be available for public inspection. 


FOR FURTHER INFORMATION CONTACT: Richard C. 
Adkerson, Office of the Chief Accountant, Securities 
and Exchange Commission, Washington, D.C. 20549, 
202-755-1671. 


SUPPLEMENTARY INFORMATION: In Release No. 
33-5878, 42 FR 57651 (November 3, 1977), the 
Commission published for comment proposed 
amendments to Regulation S-X (17 CFR 210), which 
governs the form and content of financial statements 
filed with the Commission, as summarized below: 


a. Mineral resource assets employed in oil and gas 
producing operations! would be exempt from the 
replacement cost disclosure requirements of §210.3-17 
(c) and (d), which relate to productive capacity and 
related depreciation, depletion, and amortization. 


b. A new rule, §210.3-18(j), was proposed to provide 
disclosure of 


(1) the future net revenues from production of proved 
oil and gas reserves (based on estimates of future 
production using current prices of oil and gas and 
current costs of developing and operating the 
properties); 


(2) the present value of estimated future net revenues 
from production of proved oil and gas reserves using 
an estimated production loan rate as a discount 
factor; and 


(3) certain other analytical data relating to the 
computation of the information described above. 


The staff of the Commission has recently received from 
persons in the process of developing comments on 
these proposals questions concerning the provisions 





IThe staff of 
interpretation in Staff Accounting Bulletin No. 10, 41 
FR 35163 (July, 1976), which indicated that “mineral 
resource assets are defined as those costs shown on 
the balance sheet representing assets which are 
directly associated with and which derive vatue from 


the Commission provided an 


mineral reserves.” A list of examples of mineral 
resource assets for oil and gas producing activities was 
also provided. 





of proposed §210.3-18(j)(2) which would require the 
disclosure of specified present value data “[f]or each 
category for which changes in the net quantities of 
estimated proved reserves of oil and gas are disclosed. 


In response to these questions, the Commission has 
revised the proposed disclosure requirements of 
§210.3-18(j)(2). As revised, the proposed rules provide 
for the disclosure of the present value of Estimated 
Future Net Revenues from Proved Reserves as of the 
end of each year for which changes in the net 
quantities of proved reserves are presented, with 
separate presentations of the present value data for 
estimated proved reserves as of year-end which were: 


(1) proved in previous years, 


(2) added during the current year as a result 
of improved recovery programs, 


(3) purchased in-place during the year, and 


(4) added during the year through ex- 
tensions, discoveries and other additions. 


In addition, the Commission has revised proposed 
§210.3-18(j)(1) to require separate disclosure of the 
present value data for year-end estimates of (1) proved 
developed reserves, (2) proved reserves of oil and gas 
applicable to long-term supply agreements with 
foreign governments in which the registrant acts as 
producer, and (3) the registrant’s proportional interest 
in reserves of investees accounted for by the equity 
method. The Financial Accounting Standards Board 
provided for the disclosure of estimated quantities of 
reserves for these categories in its Statement No. 19 
issued in December, 1977. 


The rules proposed in Release No. 33-5878 have been 
revised and are presented at the conclusion of this 
release to reflect the matters discussed above. The 
following tables illustrate the disclosure which the 
revised rules would require for each geographic area for 
which disclosures of net quantities of reserves of oil 
and of gas are provided, i.e., the reporting entity’s 
home country (if significant reserves are located there) 
and each foreign geographic area (individual countries 
or group of countries as appropriate for meaningful 
disclosure in the circumstances) in which significant 
reserves are located. 


Estimated Future Net Revenues from Proved Reserves 





of Oil and Gas As 


of December 31, 1978 





Proved 
Developed 


and Un- Proved 


developed Develoved (Company Overated) 


Supply Agreements 


Long-term 
Equity 
Investees 
(Proportional 
Share) 


with Foreign 
Governments 





1979 
1980 
1981 
1982 
1983 
1984-1988 
1989-1993 
1994-1998 
Remainder 


na 
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> 
i] 
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2The Commission is now engaged in rulemaking 
proceedings involving accounting practices for oil and 


gas producers, as described in Release Nos. 33-5861 
[42 FR 44927], 33-5877 [42 FR 57661], 33-5892 [43 FR 
887] and 33-5905 [43 FR 6810]. 
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Present Value of Estimated Future Net Revenues 
from Proved Reserves of Oil and Gas 








December 3l, 





Proved developed and undeveloped 

reserves: 

Added in previous years 

Added during year- 
Improved recovery 
Purchases in-place 
Extensions, discoveries 

and other additions 


Total end of year 


Proved developed reserves 


Long-term supply agreements 
with foreign governments 
(company operated) 


Equity investees (proportional 
share) 


Discount factor 


Weighted-average prices used 
computations: 
Oil - per Bbl 


X 
Gas - per MCF X 


If the discount factor was changed by one per cent, 
the present value amounts would change as follows: proved 
reserves - $X; proved developed reserves - $X; long-term 


supply aggreements with foreign governments - $X; and 
investees - $X. 





In response to another question, the Commission development expenditures required to develop proved 
wishes to clarify its intent concerning the computation reserves (estimated at the current cost to perform the 
of the Estimated Future Net Revenues from Proved development activities) should reduce the estimated 
Reserves described in proposed §210.3-18(j)(1). The cash flow from production (based on current prices of 
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products) in the future periods in which the 
development activity is expected to occur. 


The Commission again calls attention to the quantity 
of data which the proposed disclosures would require. 
The Commission expressed concern in this regard in 
Release No. 33-5878 and specifically solicited 
comments on different approaches which might be 
considered in achieving its objectives in proposing the 
disclosures as well as on the need for disclosure of the 
analytical data proposed for disclosure. The primary 
purpose for proposing disclosure of the analytical data 
(the undiscounted estimated future net revenues 
amounts, the sensitivity of the present value amounts 
to a one percent change in the discount factor, and the 
weighted-average prices of oil and gas used in the 
computations) is to provide investors sufficient data to 
adjust, in order of magnitude, the present value data to 
reflect different assumptions in valuing the reserves 
from those provided in the proposed rules. The 
Commission, if it determines to adopt rules as a result 
of this proceeding, is hopeful that the comments in 
response to the proposed rules will aid in identifying 
approaches to reduce the quantity of data to be 
disclosed from that reflected in the proposed rules. 


Comment Period Extended 


The rules proposed in Release No. 33-5878 would be 
effective, if adopted, for financial statements for fiscal 
years beginning after December 15, 1978 (rather than 
June 15, 1978, as originally proposed). However, as 
indicated in that release, the Commission expects to 
propose the presentation of the information on proved 
reserve quantities and present value data discussed in 
this release in filings with the Commission covering 
fiscal years ending on or after December 25, 1978, but 
not as part of the financial statements. 


In connection with the Commission’s development of 
accounting practices for oil and gas producers as 
described in footnote 2 above, a number of comments 
and other relevant information have been supplied 
which are pertinent to the Commission’s consideration 
of proposed §210.3-18(j). For this reason, File No. 
$7-715, the public file for the proceedings on oil and 
gas accounting practices, has been made part of the 
public file for this rulemaking proceeding (Public File 
$7-724). 


Because of the relationship between the two 
rulemaking proceedings and to provide time for 
interested persons to respond to the matters discussed 
in this release, the Commission has exiendsd the date 
for which comments may be submiticd on the rules 
proposed in Release No. 33-5878 and revised in this 


release to May 18, 1978, the final day for the 
submission of comments relating to the proceedings 
on oil and gas accounting practices. 


COMMISSION ACTION: The Commission hereby 
proposes revised rules, originally proposed in Release 
No. 33-5878 [42 FR 57651], to amend 17 CFR Part 210 
by revising the “Exemption” paragraph of §210.3-17 
and adding a new paragraph (j) to proposed §210.3-18, 
as presented below: 


§210.3-17 Current replacement cost information. 


* * * * * 


Exemption. This section shall not apply to any person 
where the total of inventories and gross property, plant 
and equipment (i.e., before deducting accumulated 
depreciation, depletion and amortization) as shown in 
the consolidated balance sheet at the beginning of the 
most recently completed fiscal year is less than $100 
million or where the total of inventories and gross 
property, plant and equipment is less than 10 percent 
of the total assets of the person as shown in the 
consolidated balance sheet at the beginning of the 
most recently completed fiscal year. The replacement 
cost information specified below in paragraphs (c) and 
(d) is not required to be shown for mineral resource 
assets employed in the production of crude oil or 
natural gas. 


* 


§210.3-18 Financial accounting and reporting for oil 
and gas producing activities. 


* * 


(j) Disclosure of future net revenues from estimated 
production of proved oil and gas reserves. In 
conjunction with the disclosure of changes in net 
quantities of estimated proved reserves of oil 
(including condensate and natural gas liquids) and of 
gas as required by paragraph (i)(1),3 the following 
supplementary information shall be disclosed in 
financial statements for each geographic classification 
for which quantities of oil and gas are disclosed: 


(1) For each of the following categories: (i) proved oil 
and gas reserves, (ii) proved developed oi! and gas 





3See Release No. 33-5877 [42 FR 57661]. Paragraph 
(i)(1) of proposed §210.3-18 contains the proposed 
requirements for the disclosure of quantities of proved 
hydrocarbon reserves. 
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reserves, (iii) proved oil and gas reserves applicable to 
long-term supply agreements with foreign govern- 
ments in which the entity acts as producer, and (iv) the 
entity’s proportional interest in proved oil and gas 
reserves of investees accounted for by the equity 
method, an amount (the “Estimated Future Net 
Revenues from Proved Reserves”), in the aggregate, 
computed by applying current prices of oil and gas to 
estimated future production of proved oil and gas 
reserves as of the date of the latest balance sheet 
presented, less estimated future expenditures (based 
on current costs) to be incurred in developing and 
producing the proved reserves, for (i) each of the five 
succeeding fiscal years, (ii) each of the next three 
five-year periods, and (iii) the remainder in a single 
amount. 


(2) The present value of the Estimated Future Net 
Revenues from Proved Reserves (the “Present Value of 
Estimated Future Net Revenues from Proved 
Reserves”), as of the date of the ending balance sheet 
of each period for which the changes in the net 
quantities of proved reserves of oil and gas are 
provided, computed using the Estimated Future Net 
Revenues from Proved Reserves and a discount factor 
based on the interest rate at which the reporting entity 
estimates it could obtain financing secured solely by 
its proved oil and gas reserves at such balance sheet 
date; and the Present Value of Estimated Future Net 
Revenues from Proved Reserves, at such balance sheet 
date, attributable to each of the following components 
of proved oil and gas reserves: (1) proved reserves 
added in years prior to the current year, (ii) proved 
reserves added during the current year resulting from 
improved recovery programs, (iii) proved reserves 
purchased in-place during the current year, and (iv) 
proved reserves added during the current year through 
extensions, discoveries and other additions. 


(3) The present value of the estimated future net 
revenues, computed as set forth at (1) above, from 
production of each of the following, stated separately: 
(i) proved developed reserves of oil and gas, (ii) proved 
reserves of oil and gas applicable to long-term supply 
agreements with foreign governments in which the 
company acts as producer, and (iii) the entity’s 
proportional interest in proved reserves of oil and gas 
of investees accounted for by the equity method. 


(4) The interest rate(s) used as the discount factor(s) 
together with the approximate amount of the change in 
the aggregate amount of the Present Value of 
Estimated Future Net Revenues from Proved Reserves 
as of the balance sheet date which would result from a 
one per cent change in the discount factor used in the 
computations. 


(5) The weighted-average prices of oil and of gas used 
in the computations. 
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(6) Any additional information of which management 
is aware and which it believes is necessary to prevent 
the above information from being misleading. 


* * * * * 


These amendments are proposed to be effective for 
financial statements for fiscal years beginning after 
December 15, 1978, and for interim periods within 
those fiscal years, although earlier application is 
encouraged. 


The Commission, however, plans to propose 
amendments to its existing requirements for the 
disclosure of quantities of oil and gas reserves. The 
Commission’s existing requirements, adopted in 
Release No. 33-5706 [41 FR 21764], provide for the 
disclosure of quantities of proved reserves but not as 
part of financial statements. In these anticipated 
amendments, which would become effective for filings 
covering fiscal years ending on or after December 25, 
1978, the Commission expects to propose the 
disclosure of proved reserve quantities in the format 
provided in FASB Statement No. 19 together with the 
present value data proposed in this release; however, 
the Commission does not plan to require such 
disclosure in financial statements prior to fiscal years 
beginning after December 15, 1978. 


These amendments are proposed to be adopted 
pursuant to authority in Sections 6, 7, 8, 10 and 19(a) 
[15 U.S.C. 77f, 77g, 77h, 77j, 77s] of the Securities Act 
of 1933; Sections 12, 13, 15(d), and 23(a) [15 U.S.C. 
781, 78m, 780(d), 78w] of the Securities Exchange Act 
of 1934; Sections 5(b), 14, and 20(a) [15 U.S.C. 79e, 
79n, 79t] of the Public Utility Holding Company Act of 
1935; and Section 503(b)(2) [42 U.S.C. 6383] of the 
Energy Policy and Conservation Act of 1975. Pursuant 
to Section 23(a)(2) of the Exchange Act the 
Commission has considered the impact of these 
proposals on competition and is not aware at this time 
of any burden that such rule amendments, if adopted, 
would impose on competition However, the 
Commissic:: specifically invites comments as to the 
competitive impact of these proposals, if adopted. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








SECURITIES ACT OF 1933 
Release No. 5917/March 22, 1978 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14592/March 22, 1978 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20463/March 22, 1978 


TRUST INDENTURE ACT OF 1934 
Release No. 503/March 22, 1978 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10175/March 22, 1978 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 622/March 22, 1978 


AGENCY: Securities and Exchange Commission. 
ACTION: Final rules. 


SUMMARY: The Securities and Exchange Commission 
today announced changes in the statement of 
functional definitions and delegations of authority now 
published in Part 200 of Title 17 of the Code of Federal 
Regulations. These changes in the published 
statements reflect action which has previously been 
taken by the Commission or resulted from statutory 
amendments. The alterations are intended to insure 
that Subpart A accurately reflects current functions of 
and delegations of authority to Commission personnel. 


EFFECTIVE DATE: March 22, 1978. 


FOR FURTHER INFORMATION CONTACT: Betty Lear 
(202) 755-1114. 


SUPPLEMENTARY INFORMATION: The Commission 
finds that this action relates solely to agency 
organization procedure and practice and that notice 
and prior publication under 5 U.S.C. 553 are not 
necessary. Accordingly, the foregoing action which 
was taken pursuant to Public Law 87-592, 76 Stat. 394 
(15 U.S.C. 78d-1, 78d-2) becomes effective 
immediately. 


COMMISSION ACTION: 17 CFR Part 200 is amended 
by adopting §§ 200.13 and 200.24a, and by revising §§ 
200.1, 200.15, 200.17, 200.19a, 200.20c, 200.21, 200.23, 
200.25, 200.26, 200.26a, 200.30-1, 200.30-2, 200.30-3, 
200.30-7, 200.30-8, 200.30-10, 200.30-12 to read as 
follows: 


§ 200.1 General statement and statutory authority. 


* * * * * 


(b) Enforcement of disclosure requirements in the 
soliciting of proxies for meetings of security holders by 
companies whose securities are registered pursuant to 
section 12 of the Securities Exchange Act of 1934, 
public utility holding companies, and their subsidiaries 
and investment companies. 


oa * © 


§ 200.13 Executive Director. 


The Executive Director is vested with broad 
discretionary powers and executive authority to act 
within the general framework of basic policies 
established by the Chairman and/or the Commission 
to achieve maximum efficiency and economy in the 
Commission’s total operations. He or she develops and 
executes the overall management policies of the 
Commission for all its operating divisions and staff 
offices. He or she also provides executive direction to 
and exercises administrative control over the Office of 
Administrative Services, Office of the Comptroller, 
Office of Consumer Affairs, Office of Data Processing, 
Office of Personnel, Office of Public Affairs, and the 
Office of Reports and Information Services. 


§ 200.15 Director of the Office of Opinions and Review. 


The Director of the Office of Opinions and Review is 
responsible for assisting members of the Commission 
in the preparation of the opinions of the Commission, 
and to the Commission for the preparation of opinions 
and decisions on motions and certifications of 
questions and rulings by administrative law judges in 
the course of administrative proceedings, except in 
cases where, pursuant to a waiver by the parties of 
separation of function requirements, another Division 
or Office of the Commission’s staff undertakes to 
prepare such Findings and Opinion, in which cases the 
Director may assist in such preparation. The director 
has joint responsibility with the General Counsel in 
dealing with general problems arising under the 
Administrative Procedure Act, including the revision or 
adoption of rules of practice. The Director is further 
responsible for the exercise of such review functions 
with respect to adjudicatory matters as are delegated 
to him or her by the Commission pursuant to 76 Stat. 
394, as amended, or as may be otherwise delegated or 
assigned to him or her. 


(Secs. 1, 2, 76 Stat. 394, 395; 15 U.S.C. 78d-1, 78d-2) 


[29 F.R. 5276, Apr. 17, 1964, as amended at 37 F.R. 
23826, Nov. 9, 1972] 


§ 200.17 Chief Management Analyst. 


The Chief Management Analyst is responsible to the 
Executive Director for the analysis, evaluation, 
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development, promotion of, and advice on, 
improvement in management policies, practices, 
methods, procedures and organization structures, 
including: distribution and assignment of functions 
and responsibilities; work methods and procedures; 
management control systems, and similar aspects of 
management for the purpose of improving the 
efficiency and effectiveness of the Commission. 


* * * * * 


§ 200.19a Director of the Division of Market Regulation. 


The Director of the Division of Market Regulation is 
responsible to the Commission for the administration 
of all matters relating to the regulation of exchanges, 
national securities associations, clearing agencies, 
securities information processors, the Municipal 
Securities Rulemaking Board, brokers and dealers, 
municipal securities dealers, and transfer agents, the 
conduct of statistical functions under the Securities 
Exchange Act of 1934, and the investigations and 
inspections arising in connection with such 
administration, as specified below: 


* * * 


§ 200.20c Office of Reports and Information Services. 


The Office of Reports and Information Services is 
responsible for the receipt and initial handling of all 
public documents filed at the Commission’s 
headquarters office. The initial handling includes 
determining acceptability, extracting data for ADP 
input, calculating fees, conducting cursory and 
substantive examinations, assigning filings to 
branches and preparing deficiency correspondence. In 
addition, the Office is responsible for the custody and 
control of the Commission’s official records; for the 
development of plans and implementation of the 
Commission’s records management program, for 
authenticating all documents produced for admin- 
istrative or judicial proceedings; for maintaining 
liaison with the National Archives and Records Service 
and other Government agencies with respect to the 
Commission’s records and its records management 
program. Additionally, the Office is the definitive 
source of statistics for a wide variety of reports and 
prepares various data based publications, such as the 
Corporation Index. This Office is also charged with 
processing general inquiries under the Freedom of 
Information Act (Pub. L. 90-23, 81 Stat. 54) and the 
Privacy Act (Pub. L. 93-579, 88 Stat. 1896). 


* * * * 


§ 200.21 The General Counsel. 


The General Counsel is the chief legal officer of the 


Commission. He or she is responsible for the 
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representation of the Commission in judicial 
proceedings in which it is involved as a party or as 
amicus curiae, for directing and supervising all civil 
litigation involving the Commission in the U.S. District 
Courts and for representing the Commission in all 
cases in appellate courts. The General Counsel is 
responsible for the review of cases which the Division 
of Enforcement recommends be referred to the 
Department of Justice for criminal prosecution. In 
addition, he or she is responsible for advising the 
Commission at its request, at the request of any 
division director or office head, or on his or her own 
motion, with respect to interpretations involving 
questions of law; for reviewing and advising the 
Commission upon the legal aspects and policy 
implications of pre-argument memorandums and draft 
Commission opinions prepared by the Office of 
Opinions and Review; for the conduct of administrative 
proceedings relating to the disqualification of 
professional persons from practice before the 
Commission; and for preparation of Commission 
comments to the Congress on pending legislation and 
for drafting, in conjunction with appropriate divisions 
and offices, legislative proposals to be sponsored by 
the Commission. The General Counsel is also 
responsible for the review and clearance of the form 
and content of articles, treatises, and prepared 
speeches and addresses by members of the staff 
relating to the Commission or to the statutes and rules 
administered by the Commission and is responsible for 
investigating any claims of staff improprieties. 
Additionally, he or she has responsibility for dealing 
with general problems arising under the Administrative 
Procedure Act, including (with the Office of Opinions 
and Review) the revision or adoption of rules of 
practice. He or she is responsible (with the Director of 
Personnel) for administering and interpreting the 
Commission’s Conduct Regulation. He or she serves 
as Counselor to the Commission and its staff with 
regard to ethical and conflicts of interest questions and 
acts as the Commission’s liaison on such matters with 
the Civil Service Commission and the Department of 
Justice. The General Counsel also is responsible for 
coordinating and reviewing the interpretative positions 
of the various divisions and offices. In addition, he or 
she is responsible for preparing and recommending to 
the Commission appropriate dispositions of all 
Freedom of Information Act appeals and is the 
Commission’s advisor with respect to legal problems 
arising under the Freedom of Information Act, the 
Privacy Act, the Civil Service laws and regulations, the 
statutes and rules applicable to the Commission’s 
procurement, contracting, fiscal and related admin- 
istrative activities and other statutes and regulations of 
a similar nature applicable to a number of government 
agencies. 


The General Counsel also is responsible to the 
Commission for the administration of the Government 





in the Sunshine Act and for publicly certifying, 
pursuant to § 200.406, that, in his or her opinion, 
particular Commission meetings may properly be 
closed to the Public. In the absence of the General 
Counsel, the most senior Associate General Counsel 
available shall be deemed the General Counsel for 
purposes of §200.406. In the absence of the General 
Counsel and every Associate General Counsel, the 
most senior Assistant General Counsel available shall 
be deemed the General Counsel for purposes of § 
200.406. In the absence of every Associate General 
Counsel and every Assistant General Counsel such 
attorneys as the General Counsel may designate (in 
such order of succession as the General Counsel 
directs) shall exercise the responsibilities imposed by 
§ 200.406. 


* 


§ 200.23 Directorate of Economic and Policy Research. 


The Directorate of Economic and Policy Research is 
responsible to the Commission, in coordination with 
its other divisions and offices, for the continuing 
analysis of legal, economic, and industrial devel- 
opments affecting the regulation of the securities 
markets in order to assist the Commission in the 
establishment of long-range policy under the Federal 
securities laws, and for recommending to the 
Commission the institution or modification of 
programs in order to reflect the needs and trends of the 
securities markets. The Directorate will assist and 
advise the Commission in the implementation of the 
Securities Acts Amendments of 1975. * * * 


§ 200.24a Office of Consumer Affairs. 


The Office of Consumer Affairs is responsible to the 
Commission for its consumer protection program. This 
includes implementation of a nationwide system for 
the resolution of investor disputes; improving and 
upgrading the Commission’s complaint processing 
effort; providing for greater Commission oversight of 
the Complaint processing procedures of the 
self-regulatory organizations; increasing the Com- 
mission’s complaint processing effort; providing for 
greater Commission oversight of the Complaint 
processing procedures of the self-regulatory organiza- 
tions; increasing the Commission’s consumer 
education program, in conjunction with the Office of 
Public Affairs; providing for greater consumer input in 
Commission rulemaking proceedings; and, together 
with the Office of the General Counsel, recommending 
cases in which the Commission might seek to appear 
as amicus Curiae. 


§ 200.25 Office of Personnel. 


This Office is under the supervision of the Director of 
Personnel, who is responsible to the Chairman and the 


Executive Director for the development and execution 
of the personnel management programs of the 
Commission. These programs include recruitment, 
placing and staffing; position management and 
classification; executive development, employee 
career development and training; labor-management 
relations, including representing management on labor 
relations matters; personnel management evaluation; 
employee performance evaluation; insurance and 
health benefits; and incentive awards. The Director of 
Personnel is also the Commission’s liaison officer with 
the Civil Service Commission, professional organiza- 
tions and other government agencies on personnel 
matters. He or she is responsible for the administration 
of the Regulation Regarding Conduct of Members and 
Employees, except with respect to Rule 2(f); with 
respect to Rule 6, the Director of Personnel has joint 
responsibility with the General Counsel. 


§ 200.26 Office of Administrative Services. 


This Office is under the supervision of the Director of 
Administrative Services who is responsible for 
development and execution of the Commission’s office 
services programs, which include procurement, 
contract administration, supply and space manage- 
ment, transportation, safety programs, emergency pre- 
paredness coordination and building security, as well 
as all printing and publication operations of the 
Commission. 


The Director has authority to act as Contracting Officer 
for the Commission, serves as Printing and Publication 
Officer for the Commission, and is the liaison with 
those Federal and local government agencies involved 
with matters that are within the jurisdiction of the 
Director. 


§ 200.26a Office of Data Processing. 


The Office of Data Processing is responsible for the 
analysis, design, programming, operation and 
maintenance of all ADP systems; developing and 
implementing long-range ADP plans and programs; 
coordinating all ADP and systems analysis activities 
being considered or carried out by other divisions and 
offices, and furnishing such organizations with 
appropriate assistance and support; providing 
technical advice to the staff in connection with 
development of Commission rules and regulations 
having ADP implications; facilitating the Com- 
mission’s surveillance of ADP in the securities 
industry; and evaluating and recommending new 
information processing concepts and capabilities for 
application within the Commission. 


§ 200.30-1 Delegation of authority to Director of 
Division of Corporation Finance. 


* * * * * 
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(e) To designate officers empowered to administer 
oaths and affirmations, subpoena witnesses, compel 
their attendance, take evidence, and require the 
production of any books, papers, correspondence, 
memoranda, contracts, agreements, or other records in 
the course of any examination or investigation 
instituted by the Commission pursuant to section 16(b) 
of the Securities Act of 1933 (15 U.S.C. 77s(b)), section 
21(b) of the Securities Exchange Act of 1934 (15 U.S.C. 
78u(b)), section 8(e) of the Securities Act of 1933 (15 
U.S.C. 77h(c)). 


* 


| iia 


(2) The Director of the Division of Corporation Finance 
shall have the same authority with respect to the 
Securities Act of 1933 (15 U.S.C. 77a, et seq.), 
Regulation A (§ 230.251, et seq. of this Chapter), as 
that delegated to each Regional Administrator in 
paragraphs (a), (b) and (d) of Article 30-6 of the 
Commission’s Statement of Organization, Conduct 
and Ethics, and Information and Requests (§ 200.30-6 
of this Chapter). 


§ 200.30-2 Delegation of authority to Director of 
Division of Corporate Regulation. 


* * * 


(a) * * * 


(1) To issue notices with respect to applications or 
declarations under the following sections of the 
a 


(xii) Section 11(e), 15 U.S.C. 79k(e). 


(xiii) Section 12(b), 15 U.S.C. 791(b). 
(xiv) Section 12(c), 15 U.S.C. 791(c). 
(xv) Section 12(d), 15 U.S.C. 791(d). 
(xvi) Section 12(e), 15 U.S.C. 79l(e). 
(xvii) Section 12(f), 15 U.S.C. 791(f). 
(xviii) Section 12(g), 15 U.S.C. 791(g). 
(xix) Section 13(b), 15 U.S.C. 79m(b). 
(xx) Section 13(c), 15 U.S.C. 79m(c). 


(xxi) Section 13(d), 15 U.S.C. 79m(d). 


Section 13(e), 15 U.S.C. 79m(e). 


(xxii) 
(xxiii) Section 13(f), 15 U.S.C. 79m(f). 


* * 7 * * 


516/SEC DOCKET 


(7) To authorize the destruction of records pursuant to 
the provisions of General Instructions 1(f) (§ 257.1(f) of 
this Chapter) to the Appendix of the Uniform System of 
Accounts for Public Utility Holding Companies (§ 
257.1, et seq. of this Chapter) and pursuant to 
provisions of General Requirement 1(e) (§ 256a.0-1(e) 
of this Chapter) of the Uniform System of Accounts for 
Mutual Service Companies and Subsidiary Service 
Companies (§ 256.00-1, et seq., of this Chapter); 


* * * * * 


§ 200.30-3 Delegation of authority to Director of 
Division of Market Regulation. 


* * * 


(a) * * * 


(4) Pursuant to Rule 19h-1 (§ 240.19h-1 of this 
Chapter), to grant applications with respect to 
membership in, association with a member of, or 
participation in, a self-regulatory organization and for 
other relief as to persons who are subject to an 
applicable disqualification where such relationships or 
other relief have been approved or recommended by a 
self-regulatory organization. 


* * * 


(6) Deleted. 


(7) through (27) renumbered (6) through (26) to reflect 
deletion. 


* 


§ 200.30-7 Delegation of authority to Secretary of the 
Commission. 


* 


(a) * * * 


(7) Except where the Commission otherwise directs, to 
issue findings and orders pursuant to offers of 
settlement which the Commission has determined 
should be accepted; 


(8) To issue findings and orders taking the remedial 
action described in the order for proceedings where a 
respondent expressly consents to such action, fails to 
appear, or defaults in the filing of an answer required to 
be filed and to grant a request, based upon a showing 
of good cause, to vacate an order or default, so as to 
permit presentation of a defense; 


(9) To designate officers of the Commission to serve 
notices of and orders for proceedings and decisions 





and orders in such proceedings, the service of which is 
required by Rules 6 and 23 of the Commission’s rules 
of practice. 


(b) To order the making of private investigations 
pursuant to section 21(a) of the Securities Exchange 
Act of 1934, on request of the Division of Corporation 
Finance or the Division of Enforcement, with respect to 
proxy contests subject to section 14 of that Act and 
regulation 14A thereunder, and tender offers filed 
pursuant to section 14(d) of the Act. 


(c) Notwithstanding anything in the foregoing, in any 
case in which the Secretary of the Commission 
believes it appropriate, he or she may submit the 
matter to the Commission. 


* * * 


§ 200.30-8 Delegation of authority to Director of Office 
of Opinions and Review. 


Pursuant to the Provisions of Pub. L. 97-592, 76 Stat. 
394, as amended, the Securities and Exchange 
Commission hereby delegates, until the Commission 
orders otherwise, the following functions to the 
Director of the Office of Opinions and Review, to be 
performed by such Director or under his or her 
direction by such person or persons as may be 
designated from time to time by the Chairman of the 
Commission: 


(a) (1) With respect to proceedings conducted pursuant 
to the Securities Act of 1933 (15 U.S.C. 77a, et seq.), 
the Securities Exchange Act of 1934 (15 U.S.C. 78a, et 
seq.); the Public Utility Holding Company Act of 1935 
(15 U.S.C. 79a, et seq.), the Trust Indenture Act of 1939 
(15 U.S.C. 77aaa, et seq.), the Investment Company 
Act of 1940 (15 U.S.C. 80a-1, et seq.), the Investment 
Advisers Act of 1940 (15 U.S.C. 80b-1, et seq.), the 
Securities Investor Protection Act of 1970 (15 U.S.C. 
78aaa, et seq.), and the provisions of Rule 2(e) of the 
Commission’s rules of practice (§ 201.2(e) of this 
Chapter); 


* 


(2) With respect to proceedings conducted pursuant to 
the Securities Act of 1933 (15 U.S.C. 77a, et seq.), the 
Securities Exchange Act of 1934 (15 U.S.C. 78a, et 
seq.), the Investment Advisers Act of 1940 (15 U.S.C. 
80b-1, et seq.), the Securities Investor Protection Act 
of 1970 (15 U.S.C. 78aaa et seq.), and the provisions of 
Rule 2(e) of the Commission’s rules of practice (§ 
201.2(e) of this Chapter), to issue findings and orders 
taking the remedial action described in the order for 
proceedings where the respondents expressly consent 
to such action, fail to appear or default in the filing of 
answers required to be filed; to grant a request, based 


upon a showing of good cause, to vacate an order of 
default, so as to permit presentation of a defense. 


(3) With respect to proceedings under sections 19(d), 
(e) and (f) of the Securities Exchange Act of 1934 (15 
U.S.C. 78s(e) and (f), to determine that an application 
for review under those sections has been abandoned 
under the provisions of § 240.19d-3(c) of this chapter or 
otherwise, and to issue an order dismissing the 
application in such event. 


* * 


§ 200.30-10 Delegation of authority to Chief 
Administrative Law Judge. 


* * + 
(a) ee 


(7) In the event the designated presiding administrative 
law judge is unavailable to issue subpoenas requiring 
the attendance and testimony of witnesses and 
subpoenas requiring the production of documentary or 
other tangible evidence at any designated place of 
hearing upon request therefor by any party, pursuant to 
Rule 14(b) of the Commission’s rules of practice (§ 
201.14(b) of this chapter); 


(8) Pursuant to Sections 15(b)(1)(B), 15B(a)(2)(B), and 
19(a)(1)(B) of the Securities Exchange Act of 1934 and 
Section 203(c)(2)(B) of the Investment Advisers Act of 
1940 to grant extensions of time for conclusion of 
proceedings instituted to determine whether applica- 
tions for registration as a broker or dealer, municipal 
securities dealer, national securities exchange, 
registered securities association, or registered clearing 
agency or as an investment adviser should be denied. 


(b) Notwithstanding anything in the foregoing, in any 
case in which the Chief Administrative Law Judge 
believes it appropriate he or she may submit the matter 
to the Commission. 


* * 


§ 200.30-12 Delegation of authority to Director of 
Economic and Policy Research. 


Pursuant to the provisions of Pub. L. 87-592, 76 Stat. 
394 (15 U.S.C. 78d-1, 78d-2), the Securities and 
Exchange Commission hereby delegates, until the 
Commission orders otherwise, the following function 
to the Director of Economic and Policy Research and in 
his or her absence to the Deputy Director to be 
performed by them or under their direction by such 
person or persons as may be designated from time to 
time by the Chairman of the Commission: To certify 
routine statistical reporting forms for submission to 
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the General Accounting Office as required by the 
Federal Reports Act. 


By the Commission: 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14574/March 17, 1978 


An order has been issued granting the application 
submitted by the New York Stock Exchange, Inc. to 
strike from listing and registration the First Mortgage 
2-7/8% Bonds, Series A due 12/1/96 of Pittsburg, 
Bessemer and Lake Erie Railroad Company. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14575/March 17, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PACIFIC STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-78-4 


The Pacific Stock Exchange Incorporated submitted on 
March 10, 1978, a proposed rule change under Rule 
19b-4 to reduce the Order Book Official charges for 
cabinet transactions from 50 cents per option contract 
to 10 cents per option contract. 


The foregoing rule change has been put into effect 
summarily, pursuant to Section 19(b)(3)(B) of the 
Securities Exchange Act of 1934 (Release No. 34- 
date). At any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate such rule change if it appears to the 
Commission that such action is necessary or 
appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 20, 
1978. Interested persons are invited to submit written 
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data, views and arguments concerning the submission 
within 30 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-PSE-78-4. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14576/March 17, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5916/March 17, 1978 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14577/March 17, 1978 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


File No. SR—NYSE—77—24 


ORDER EXTENDING PERIOD FOR COMMISSION 
ACTION 





On February 2, 1978, the Commission issued a notice 
(Securities Exchange Act Release No. 14453) (43 FR 
6187 (February 13, 1978)) announcing the filing of and 
inviting interested persons to comment on Amendment 
No. 1 (the “Amendment’’) to a proposed rule change 
(File No. SR—NYSE—77—24) which had been filed by 
the New York Stock Exchange, Inc. (“NYSE”) under 
Rule 19b-4.! The proposal which was thus amended 
provides for the establishment of minimum levels of 
acceptable specialist performance and a non-discipli- 
nary mechanism for cancelling specialist registration 
in individual assigned stocks upon a finding of 
substandard performance. The Amendment to 
SR—NYSE—77—24 does not modify the language of 
the proposed exchange rule (NYSE Rule 103A) but 
rather supplements the NYSE’s original submission 
with regard to statement of purpose, statutory basis, 
comments received from members and burden on 
competition. 


The Commission’s decision to publish notice of the 
amended rule change reflects the substantive nature of 
the additional material submitted by the NYSE which 
material generally relates to the prospective operation 
and competitive impact of the proposed rule change. 
Moreover, the characterization of cancellation of 
specialist registration under the proposal as 
non—disciplinary action by a self—regulatory 
organization raises significant legal questions with 
respect to Sections 6(d) and 19(d) under the Act. 


In view of the important legal questions raised by 
SR—NYSE—77—24 as amended, we believe that 
additional time is necessary to consider this matter 
before determining whether to order approval of the 
proposed rule change or institution of proceedings to 
determine whether the proposal should be disap- 
proved. Accordingly, for the reasons cited above, we 
find it appropriate, pursuant to Section 19(b)(2) of the 
Act, to extend for fifty-five (55) days, from March 20 
1978, the period within which the Commission shall act 
on the amended, proposed rule change designated 
SR—NYSE—77—24. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








Notice of the original rule filing and the terms of 
substance of the rule proposed therein were published 
for public comment on September 9, 1977 (42 FR 
45401) (Securities Exchange Act R2iease No. 13915 
(September 1, 1977)). 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14578/March 20, 1978 


In the Matter of 
BATEMAN EICHLER, HILL RICHARDS, INC. ET AL. 
Administrative Proceeding File No. 3-5345 


Today, the Commission announced the institution of 
administrative proceedings against Bateman Eichler, 
Hill Richards, Inc., L. Steven Smith, Willard G. 
DeGroot, Robert C. Hill and John D. McClure. The 
Order Instituting Proceedings was based on the 
Division of Enforcement’s allegations that, in 
connection with trading in the securities of Vernitron 
Corporation, Frigitronics, Inc. and Logicon, Inc., 
Bateman Eichler and Smith, aided and abetted by 
DeGroot, Hill and McClure, willfully violated the 
anti—manipulative and anti—fraud provisions of 
Sections 9(a)(1), 9(a)(2) and 10(b) of the Securities 
Exchange Act of 1934 (“Exchange Act”) and Rule 10b-5 
thereunder, that Bateman Eichler, aided and abetted by 
Smith, DeGroot, Hill and Mclure, violated the 
beneficial ownership reporting provisions of Section 
13(d) and the record-keeping provisions of Section 
17(a)(1) of the Exchange Act and Rules 13d-1 and 17a-3 
thereunder and that all five respondents violated the 
credit provisions of Section 7(c) of the Exchange Act 
and Regulation T thereunder. In addition, the Division 
alleged that Smith violated the anti-fraud provisions of 
Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder in connection with trading in the securities 
of House of Vision, Inc. and that Bateman Eichler, 
DeGroot, Hill and McClure reasonably failed to 
supervise an employee subject to their supervision. 


Simultaneously with the issuance of the Order 
Instituting Proceedings, the Commission accepted 
offers of settlement submitted by Bateman Eichler, 
DeGroot, Hill and McClure and issued Findings and 
Order Imposing Remedial Sanctions. The Commission 
found that Bateman Eichler, Hill Richards, Inc., 
DeGroot, Hill and McClure violated those sections of 
the Exchange Act and rules thereunder as alleged by 
the Division of Enforcement. 


Bateman Eichler’s registration as a broker-dealer was 
suspended for one year but such sanction was 
suspended upon Bateman Eichler’s fulfillment of 
certain conditions. Such conditions included the 
suspension of “block trading” activities for a six month 
period, the establishment of a Special Committee of 
individuals having no prior management role in 
Bateman Eichler to monitor compliance activities, the 
establishment of a one million dollar fund for claims, 
and the proviso that Bateman Eichler not be found by 
the Commission to have violated the Exchange Act for 
a period of one year from the date of the Order. 
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DeGroot, Hill and McClure were suspended for one 
year from employment with any broker—dealer, but the 
Order provided that such suspension would not be 
imposed if DeGroot, Hill and McClure are suspended 
three months, receive no compensation from 
Bateman Eichler, Hill Richards for an additional three 
months, and if they are not found to have committed a 
violation of the Exchange Act for one year. 


A date for a public hearing for the purpose of hearing 
evidence on the questions set forth in the 
Commission’s order with respect to the remaining 
respondent will be fixed by further order. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14579/March 20, 1978 


In the Matter of 

BATEMAN EICHLER, HILL RICHARDS, INC. 
WILLARD G. DEGROOT 

ROBERT C. HILL 

JOHN D. MCCLURE 


File No. 3-5345 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings ordered today pursuant to the 
Securities Exchange Act of 1934 (‘Exchange Act”), 
Respondents Bateman Eichler, Hill Richards, Inc., 
(“Registrant”) Willard G. DeGroot, (“DeGroot”), Robert 
C. Hill (“Hill”) and John D. McClure (“McClure”) have 
submitted Offers of Settlement which the Commission 
has determined to be in the public interest to accept. ! 
Solely for the purpose of these proceedings, and 
without admitting or denying the allegations contained 
in the Order for Proceedings or the findings2 set forth 





1The Order Instituting Proceedings entitled In the 
Matter of Bateman Eichler, Hill Richards, Inc., et a/., 
was issued simultaneously with the Commission’s 
acceptance of their Offers of Settlement. 


2The findings herein are not binding on any other 
respondent named in this proceeding. 
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herein, Registrant, DeGroot, Hill and McClure consent 
to the issuance of this Order containing the findings of 
violations and sanctions set forth below. 


On the basis of the Order Instituting Proceedings and 
the Respondents’ Offers of Settlement, the 
Commission finds: 


1. Registrant wilfully violated and DeGroot, Hill, and 
Mclure wilfully aided and abetted violations of 
Sections 9(a)(1), 9(a)(2) and 10(b) of the Exchange Act 
and Rule 10b—5 thereunder in connection with trading 
in the securities of Frigitronics, Inc., Vernitron 
Corporation and Logicon, Inc. 


2. Registrant, DeGroot, Hill and McClure wilfully 
violated and Wilfully aided and abetted violations of 
Section 7(c) of the Exchange Act and Regulation T 
thereunder. 


3. Registrant wilfully violated and DeGroot, Hill and 
McClure wilfully aided and abetted violations of 
Section 17(a)(1) of the Exchange Act and Rule 17a—3 
thereunder. 


4. Registrant wilfully violated and DeGroot, Hill and 
McClure wilfully aided and abetted violations of 
Section 13(d) of the Exchange Act and Rule 13d—1 
thereunder in connection with Registrant’s beneficial 
ownership of the securities of Vernitron Corporation 
and Frigitronics, Inc. 


5. Registrant, DeGroot, Hill and McClure each failed 
reasonably to supervise a person subject to his 
supervision with a view to preventing violations of the 
Exchange Act. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified by each of the 
respondents in its or his Offer of Settlement. 


Accordingly, IT |S ORDERED that Registrant is hereby 
censured. 


IT 1S FUNTHER ORDERED that Registrant’s 
registration as a broker—dealer is suspended for one 
year, PROVIDED HOWEVER, that such sanction will 
not be imposed if the following conditions are met: 


1. Registrant shall not engage in any “block trading” 
or “block positioning” of any securities listed on the 
New York Stock Exchange or American Stock 
Exchange for a period of six months from the date of 
this Order; specifically, in order to accomplish the 
foregoing, Registrant shall place in effect and enforce 
rules which forbid any employee of the firm, other than 
a designa*~ © * clerk or clerks compensated on a 
straight 3, to have direct telephone or other 
contact g securities transactions with 





Registrant’s personnel on the floor of the New York 
or American Stock Exchanges and shall forbid the 
purchase for any firm trading inventory of any equity 
security listed on said exchanges, provided that the 
foregoing restrictions shall not prevent transactions 
effected by firm personnel specifically assigned to 
specialist posts on the Pacific Stock Exchange in 
connection with their duties as specialists or firm 
investments designated as such under Internal 
Revenue Code Section 1236; 


2. Registrant shall on or before 30 days from the date 
of this Order establish a Special Review committee 
which will exist for at least a two—year period 
commencing from the date of its establishment. The 
Special Review Committee shall consist of three 
persons, fully satisfactory to the staff of the 
Commission, who have had no prior ownership interest 
in or management position with Registrant. The 
Special Review Committee shall (1) completely review 
the compliance procedures of Registrant; (2) receive 
monthly reports directly from Registrant’s Compliance 
Director and Margin Departments identifying any 
violation of law, regulations of any regulatory or 
self—regulatory body, or rules of the firm that were 
encountered, and the actions taken and such other 
matters as the Special Review Committee deems 
appropriate; and (3) engage in such other review and 
direct such changes in compliance procedures or take 
such other action as the Special Review Committee 
deems necessary. Periodically, the special Review 
Committee shall report to the Board of Directors of 
Registrant and to the the staff of the Commission. Two 
years from the date of this Order, the Special Review 
Committee shall render a full report to the Board of 
Directors and the staff of the Commission, in writing if 
requested by the staff, on its activities over the prior 
two years and make such recommendations as the 
Committee deems necessary, including a recommen- 
dation as to Registrant’s continuing need, if any, for a 
Special Review Committee. Thereafter, Registrant 
shall maintain the Special Review Committee in 
existence so long as the Special Review Committee 
deems it necessary and shall terminate its existence 
only if and when the Special Review Committee so 
recommends; 


3. Registrant shall pay at least one million dollars on 
account of claims which have been or may be asserted 
against it as a result of acts and courses of conduct 
forming the basis of these proceedings. All such 
payments are to be reviewed by the Special Review 
Committee referred to in paragraph 2 above. At the end 
of five years from the date of this Order, any balance of 
said one million dollars not paid as aforesaid shall be 
distributed in accordance with a plan satisfactory to 
the Commission. Under no circumstances will any part 
of said one million doliars redound to the benefit of 
Registrant. No part of said one million dollars shall be 


used to pay any expenses of Registrant incurred in 
defending against such claims. Beginning 15 days 
from the date of this Order, the one million dollars 
committed under this paragraph shall not be 
considered as an asset of Registrant for purposes of 
computing the net capital of Registrant under Rule 
15c3—1. The foregoing does not signify that the 
Commission takes any position on whether or not one 
million dollars is adequate to satisfy Registrant’s 
liability resulting from the acts and courses of conduct 
forming the basis of these proceedings. 


4. Registrant shall not at any time during a one year 
period commencing from the date of this Order engage 
in acts or courses of conduct which result in a finding 
by this Commission that Registrant failed reasonably 
to supervise a person subject to Registrant’s 
supervision who was found by the Commission to have 
wilfully vioiated any provision of the Exchange Act. 
Registrant shall be deemed to have reasonably 
supervised such person if: (a) there have been 
established procedures, and a system for applying 
such procedures, which would reasonably be expected 
to prevent and detect, insofar as practicable, any such 
violation by such person, and (b) Registrant has 
reasonably discharged the duties and obligations 
incumbent upon him by reason of such procedures and 
system without reasonable cause to believe that such 
procedures and system were not being complied with. 


If any provision of any of the foregoing conditions is 
not complied with or fulfilled, Registrant’s registration 
as a broker—dealer will be suspended for a period of 
one year. 


IT IS FURTHER ORDERED THAT DeGroot, Hill and 
McClure are suspended for a period of one year from 
association with any broker, dealer, investment 
advisor or investment company, PROVIDED HOW- 
EVER, that the foregoing suspensions will not be 
imposed if the following conditions are met: 


1. DeGroot, Hill and McClure shall not serve in any 
capacity with Registrant or any other broker, dealer, 
investment advisor or investment company for a period 
of ninety consecutive days, such periods to run 
consecutively and not concurrently beginning not later 
than 15 days after the date of this Order. 


2. After the end of this respective ninety day period 
pursuant to (1) above, neither DeGroot, Hill nor 
McClure shall receive compensation of any kind from 
REGISTRANT for an additional ninety consecutive 
days. 


3. DeGroot, Hill and McClure shall not engage in acts 
or courses of conduct at any time during a period of 
one year commencing from the date of this order which 
result in a finding by this Commission of wilful 
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violation or the wilful aiding and abetting of a violation 
of any provision of the Exchange Act. 


If any provision of any of the foregoing conditions is 
not complied with by either DeGroot, Hill, or McClure, 
such individual will be suspended from association 
with any broker, dealer, investment advisor or 
investment company for a period of one year. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 14580/March 20, 1978 


In the Matter of 
MARSHALL RAMSEY HORTON, JR. 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934 (“Exchange”)! Marshall Ramsey 
Horton, Jr. (“Horton”) has submitted an Offer of 
Settlement, without admitting or denying the 
allegations contained in the Order for Public 
Proceedings, which the Commission has determined 
to accept. 


On the basis of the Order for Public Proceedings and 
the Offer of Settlement, it is found that Horton wilfully 
violated Section 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder. 


It is, therefore, in the public interest to impose 
remedial sanctions specified in the Offer of 
Settlement: 


Accordingly, IT |S ORDERED, that effective the second 
Monday after the date of this order, Horton be, and 
hereby is, suspended for three months from 
association with any broker or dealer and thereafter 
barred from any association with any broker or dealer 





lin the matter of Michael J. Kratze, et al. instituted 
May 24, 1977. 
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in any capacity other than that of a supervised, non- 
supervisory employee provided that twelve months 
after the termination of the above suspension, Horton 
may reapply to the Commission to become associated 
with any broker or dealer in any capacity. The findings 
herein are not binding upon other respondents named 
in this proceeding. 


It is FURTHER ORDERED that at the termination of the 
suspension, pursuant to his Offer of Settlement, 
Horton file with the Fort Worth Regional Office of the 
Commission an affidavit indicating his compliance 
with the provisions of this order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14581/March 20, 1978 


Administrative Proceeding File No. 3-5377 

In the Matter of 

THE MANHATTAN LIFE INSURANCE COMPANY 
(81-310) 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of The Manhattan Life 
Insurance Company, for an exemption from the 
reporting requirements of Section 15(d) of the 
Securities Exchange Act of 1934. It appears to the 
Commission that the requested exemption is not 
inconsistent with the public interest or the protection 
of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14582/March 20, 1978 


Administrative Proceeding File No. 3-5370 





In the Matter of 


FIRST FEDERAL SAVINGS AND LOAN ASSOCIATION 
OF CHICAGO 


Originator and Servicer 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Bank of America 
National Trust and Savings Association, for an 
exemption from certain reporting requirements under 
Section 13 and from the operation of Section 16 of the 
1934 Act. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14583/March 20, 1978 


Administrative Proceeding File No. 3-5392 
In the Matter of 

AARON BROTHERS CORPORATION 
Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until Apr. 10, 1978 to 
request a hearing on an application by Aaron Brothers 
Corporation (the “Applicant’) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as 
amended (the “1934 Act”), for an order exempting the 
Applicant from the provisions of Sections 12(g) and 
15(d) of the 1934 Act for the Applicant’s fiscal year 
ended March 31, 1978. 


On October 3, 1977, the Applicant became a wholly- 
owned subsidiary of Chromalloy American Corporation 
(“Chromalloy”). As a result of the merger, Chromalloy 
is the sole stockholder of the Applicant. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14584/March 21, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MUNICIPAL SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-78-6 


The Municipal Securities Rulemaking Board submitted 
on March 9, 1978, a proposed rule change under Rule 
19b-4 to amend its interdealer uniform practice rule (1) 
to extend the time period for the completion of all 
close-out procedures from 30 business days following 
settlement date to 90 business days following 
such date; (2) to require a purchaser to specify in a 
close-out notice no more than five business days 
during which a close-out may be executed pursuant to 
such notice; (3) to limit to the initial close-out notice 
for a transaction the availability of an extension of the 
time for execution of a close-out based on an 
“adequate explanation” by the seller; and (4) to provide 
that completion of a transaction at any point in time 
cancels all outstanding close-out notices with respect 
to that transaction. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 27, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views, and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MSRB-78-6. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for in- 
spection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organi- 
zation. 


For the Commission, by the Division of Market Regula- 
tion pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 14585/March 21, 1978 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE DEPOSITORY TRUST COMPANY 


(File No. SR-DTC-78-2) 


The Depository Trust Company submitted on February 
17, 1978, a proposed rule change, setting forth the 
specifications for magnetic tape input of withdrawal by 
transfer instructions (Automated W/T) and related tape 
output. In addition, the fee for magnetic tape input has 
been reduced from $.63 per assignment to $.56 per 
assignment. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate the rule change if it appears to the 
Commission that such action is necessary or 
appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 27, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to 
File No. SR-DTC-78-2. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14586/March 21, 1978 
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NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE DEPOSITORY TRUST COMPANY 


(File No. SR-DTC-78-3) 


The Depository Trust Company (“DTC”) submitted on 
February 27, 1978, a proposed rule change, to 
implement a compression feature in DTC’s Institutional 
Delivery (ID) System by which a single order executed 
in two or more trades can be settled with one delivery 
at DTC. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate the rule change if it appears to the 
Commission that such action is necessary or 
appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 27, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-DTC-78-3. 


Copies of the submission, with accompanying 
exhibits, and of all written comments wilil be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14587/March 21, 1978 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE TAD DEPOSITORY CORPORATION 





(File No. SR-TAD-78-1) 


The TAD Depository Corporation submitted on 
February 17, 1978, a proposed rule change that 
suspends its depository operations effective April 1, 
1978. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate the rule change if it appears to the 
Commission that such action is necessary or 
appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 27, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submission should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-TAD-78-1. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14588/March 22, 1978 


In the Matter of 
NEW YORK STOCK EXCHANGE, INC. 


11 Wall Street 
New York, New York 10005 


(SR-NYSE-77-18) 
ORDER APPROVING PROPOSED RULE CHANGE 


On June 8, 1977, the New York Stock Exchange, Inc. 
(the “NYSE”), filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the“Act”) (15 U.S.C. 78s(b)), and Rule 19b-4 there- 
under (17 CFR 240.19b-4), copies of a proposed rule 
change to rescind (1) certain requirements for 
members who engage in international arbitrage and (2) 
a specific prohibition against members’ association 
with “bucket shops” and with persons engaged in other 
similar types of business misconduct. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission release 
(Securities Exchange Act Release No. 13666 (June 23, 
1977)) and by publication in the Federal Register (42 
FR 22296 (June 30, 1977)). Interested persons were 
invited to submit written data, views, and arguments 
concerning the proposed rule change by July 21, 1977. 
The Commission has not received any comment on the 
proposed rule change. 


On November 7, 1977, the NYSE filed an amendment to 
this filing which withdrew the proposed rescission of a 
specific prohibition against members’ association with 
“bucket shops” and with persons engaged in other 
similar types of business misconduct. The staff of the 
Commission had earlier requested the NYSE to 
consider retention of the “bucket shops” prohibition. ! 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the 
requirements of Section 6 and the rules and regulations 
thereunder. The Commission notes the NYSE 
statements in this filing that the requirements 
concerning international arbitrage are obsolete in view 
of the elimination of fixed commission rates, removal 
of barriers to foreign access, and modification of NYSE 
off-board trading rules. In light of those developments, 
the requirements concerning international arbitrage 
may impose unnecessary or inappropriate burdens on 
competition. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 





1Letter from Douglas S. Scarff, Securities and 
Exchange Commission, to James E. Buck, New York 
Stock Exchange, Inc. (Sept. 14, 1977). 
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For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14589/March 22, 1978 


In the Matter of 
PACIFIC RESOURCES, INC. 
Common Stock, no par value 
File No. 1-6884 


Securities Exchange Act of 1934 
Sections 12(d) and 17(a) 


ORDER AMENDING EFFECTIVE DATE OF WITH- 
DRAWAL FROM LISTING AND REGISTRATION AND 
EXTENDING THE EXEMPTION OF CERTAIN PER- 
SONS AND SECURITIES FROM THE PROVISIONS OF 
RULE 17a-15 


On June 22, 1977 we approve the application of Pacific 
Resources, Inc. (“PRI”) to withdraw its securities from 
listing and registration on the Pacific Stock Exchange 
Incorporated (“‘PSE”).1 We prescribed as a term of that 
delisting that it not become effective until the time of 
our determination with respect to the PSE’s application 
for unlisted trading privileges in PRI common stock 
but in no event later than 120 days after June 22, 1977.2 
On October 20, 1977 we amended the effective date of 
the delisting by extending it to November 21, 1977.3 





1 
See Securities Exchange Act Rel. No. 13657 (June 22, 
1977); 42 F.R. 33398 (June 30, 1977). 


2The PSE filed an application, pursuant to Section 
12(f)(1)(C) of the Securities Exchange Act of 1934, for 
unlisted trading privileges in PRI stock on March 25, 
1977 in response to PRI's application to withdraw that 
security from listing and registration on the PSE (filed 
March 23, 1977). Concurrently with our order with- 
drawing PRI stock from listing, we ordered a hearing 
on the PSE application. See, Securities Exchange Act 
Release No. 13658 (June 22, 1977); 42 F.R. 33402 (June 
30, 1977). 


3See Securities Exchange Act Release No. 14078 
(October 20, 1977); 42 F.R. 56824 (October 28, 1977). 
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That date was extended again on November 21 until 
January 23, 19784 and on January 23, 1978, until March 
24, 1978.9 


We found that the initial delay in the effective date of 
the delisting and the extension until March 24, 1978, 
were necessary for two reasons. First, a temporary 
disruption in trading in PRI stock on the PSE would 
result in a lessening of potential competition among 
dealers and between exchange markets and markets 
other than exchange markets during any interim period 
after delisting, but before unlisted trading privileges 
are (if at all) granted. Second, we initially had noted 
that if the delisting were effective immediately, PRI 
stock would not be marginable for a period of several 
months until it was included on the Federal Reserve 
Board’s “List of OTC Margin Stocks.” § 


Our ultimate determination on the PSE application for 
unlisted trading privileges in PRI stock involves the 
consideration of several major policy issues including, 
among others, whether sufficient progress has been 
made toward the development of a national market 
system to satisfy the standards of Section 12(f)(2), 
whether the progress contemplated by Congress in 
adopting that Section is met by PSE’s recission of its 
off-board trading rules as they apply to transactions 
in PRI common stock, whether that progress and the 
statutory goals of eliminating unnecessary burdens on 
competition are satisfied by existing communications 
facilities and provisions for access between the PSE 
and over the counter (“OTC”) markets, and whether last 
sale reporting of all PRI stock transactions would be 
appropriate should unlisted trading privileges be 
granted. 





4See Securities Exchange Act Release No. 14195 
(November 21, 1977); 42 F.R. 61100 (December 1, 
1977). 


5See Securities Exchange Act Release No. 14409 
(January 23, 1978); 43 F.R. 4303 (February 1, 1978). 


6The maintenance of credit, extended before a security 
ceases to be marginable, would not be affected by the 
delisting of that security. [Section 220.7(b) of Regula- 
tion T (12 CFR 220.7(b)]. The extension of new credit, 
however, would be prohibited under those circum- 
stances, until the security was included on the Federal 
Reserve Board’s “List of OTC Margin Stocks” (“Margin 
List”). 


The Next Margin List is expected to be published by 
the Federal Reserve Board by early April 1978. We 
have no indication whether PRI will be included on that 
list. 





We have not yet resolved these issues insofar as they 
arise with respect to our consideration of the PSE 
application for unlisted trading privileges and, 
accordingly, we have been unable to complete our 
deliberations concerning the hearing on that 
application. We believe, however, that the purposes of 
the Act, particularly those which encourage 
competition among dealers acting as market makers in 
a security and between markets in that security 7, 
make it appropriate for us to permit the existing 
competition in PRI stock to continue during the interim 
period necessary for us to conclude our deliberations. 
Accordingly, for the reasons enunciated in the June 22 
delisting order, and as stated above, we find it 
necessary to extend until May 19, 1978, the effective 
date of removal of PRI stock from listing and 
registration on the PSE. 


PRI stock has been traded both on the PSE and OTC 
since issuance of our June 22 order.° At that time we 
also exempted, for a period of up to 120 days, the 
National Association of Securities Dealers, Inc. 
(“NASD”) and all brokers and dealers from the report- 
ing requirements of Rule 17a-15 under the Securities 
Exchange Act of 1934 relating to last sale reports of 
OTC transactions in the common stock of PRI. The 
duration of that exemption was amended in our 
extension orders to March 24, 1978. Until we make a 
determination on the PSE’s application for unlisted 
trading privileges in PRI stock, we believe that there 
will be uncertainty as to whether real-time reporting in 
PRI stock will be required as a general matter and that a 
continued exemption from Rule 17a-15 is appro- 
priate.9 We continue to believe it is not necessary in 
the public interest or for the protection of investors to 
require members of the PSE, (who may trade PRI stock 
in the OTC market) and other brokers and dealers to 
develop and implement reporting procedures for 
transactions in this single security during the time 
before we make a determination as to the PSE’s 
application. Accordingly, we have determined to, and 





’See, e.g., Section 11A(a)(1)(C)(ii). 


8The PSE has exempted from its off-board trading 
restrictions securities, such as PRI stock, which are 
both the subject of a delisting application and in which 
the PSE has applied for unlisted trading privileges See, 
Securities Exchange Act Release No. 13656 (June 22, 
1977); 42 F.R. 33400 (June 30, 1977). 


%f the unlisted trading privileges application of the 
PSE is denied, PRI stock will be trac'ec solely OTC and, 
therefore, will not be subject to current reporting under 
Rule 17a-15. 


hereby exempt, until May 19, 1978, the NASD and all 
brokers and dealers from the requirements of Rule 
17a-15 relating to last sale reports of OTC transactions 
in the common stock of PRI.1 


ACCORDINGLY, IT IS HEREBY ORDERED, that our 
order of June 22, 1977 (as amended by our October 20, 
1977; November 21, 1977; and January 23, 1978, 
orders), granting PRI’s application to withdraw from 
listing and registration on the PSE be, and it hereby is, 
amended as set forth herein. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14590/March 22, 1978 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY NEW ENGLAND SECURITIES DEPOSI- 
TORY TRUST COMPANY 


(File NO. SR-NESDTCO-78-1) 


New England Securities Depository Trust Company 
submitted on March 2, 1978, a proposed rule change 
amending its fee schedule. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. At 
any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate the rule change if it appears to the 
Commission that such action is necessary or appro- 
priate in the public interest, for the protection of inves- 
tors, or otherwise in furtherance of the purposes of the 
Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 27, 





10This exemption does not prohibit those persons 
individually from complying voluntarily with Rule 
17a-15 as long as such broker or dealer complies with 
the Rule in a uniform and consistent manner. 
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1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NESDTCO-78-1. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14591/March 22, 1978 


Administrative Proceeding No. 3-5393 
In the Matter of 
GEORGE MAYER 
CHESTER ARNOLD 
LAWRENCE SCHRECK 
JAMES BARRY 
ORDER INSTITUTING PROCEEDINGS PURSUANT TO 
SECTION 15(b) AND 19(h) OF THE SECURITIES 
EXCHANGE ACT OF 1934, MAKING FINDINGS AND 
IMPOSING REMEDIAL SANCTIONS 
I. 


The Commission’s public official files disclose that: 


A. GEORGE MAYER (“MAYER”) is securities sales 
representative associated with and employed at the 
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Newark, New Jersey office of E.F. Hutton & Co. 
(“Hutton”). At all times material herein, Hutton was 
registered with the Commission and such registration 
is presently in effect. 


B. CHESTER ARNOLD (“ARNOLD”) is a securities 
sales representative associated with and employed at 
the Newark, New Jersey office of Hutton. 


C. LAWRENCE SCHRECK (‘‘SCHRECK’’) is a 
securities sales representative associated with and 
employed at the Newark, New Jersey office of Hutton. 


D. JAMES BARRY (“BARRY”) is a securities sales 
representative associated with and employed at the 
Newark, New Jersey office of Hutton. 


As a result of an investigation conducted pursuant to 
Section 21(a) of the Exchange Act, the Division of 
Enforcement alleges that: 


A. From on or about March 1976 until on or about 
October 1976, respondents MAYER, ARNOLD, 
SCHRECK and BARRY, acting singly and at times in 
concert, and aiding and abetting each other, directly 
and indirectly, by use of the means and 
instrumentalities of interstate commerce and of the 
mails, including use of the facilities of national 
securities exchanges, (a) employed devices, schemes, 
or artifices to defraud; (b) made untrue statements of 
material facts and omitted to state material facts 
necessary in order to make the statements made, in 
light of the circumstances under which they were 
made, not misleading; and (c) engaged in acts, 
practices, and courses of business which operated as a 
fraud or deceit upon the investing public in connection 
with the purchase and sale of securities on national 
exchanges in wilful violation of Section 10(b) of the 
Exchange Act, 15 U.S.C. 78j(b), and Rule 10b-5 
thereunder, 17 CFR 240.10b-5, as more fully described 
in paragrap!.s B wiough J of this Section II. 


B. Onor about February 1976, a customer opened an 
account in his wife’s maiden name at the Newark, New 
Jersey office of Hutton. 


C. On or about the week of March 8, 1976, MAYER, 
the customer’s registered securities sales representa- 
tive at Hutton’s Newark office, became aware that the 
stock that the customer purchased on Tuesday was 
recommended later that week as the Value Line “Stock 
of the Week”. This discovery along with the knowledge 
that the ec traded solely in short term transac- 
tions, al sasing on a Tuesday and selling on 
the follc day or Tuesday, aroused MAYER’S 





suspicions. MAYER and ARNOLD, another registered 
securities sales representative at Hutton’s Newark 
office, confirmed the following week that the customer 
again purchased the “Stock of the Week”. Further 
research indicated that all of the customer’s trading 
was, in fact, based upon knowledge of the identity of 
the “Stock of the Week” prior to its publication. 
BARRY and SCHRECK, who were ARNOLD and 
MAYER’S respective alternate registered securities 
sales representatives at Hutton’s Newark office, were 
also made privy to material, non-public information 
about the identity of the prospective Value Line “Stock 
of the Week” and the nature of the customer’s fraudu- 
lent scheme. 


D. On the basis of this knowledge of the identity of 
the prospective Value Line “Stock of the Week” and in 
anticipation that the price of the “Stock of the Week” 
would advance as a result of later purchases by Value 
Line subscribers, respondents MAYER, ARNOLD, 
SCHRECK and BARRY engaged in a fraudulent course 
of business as set out herein below. 


E. Onor about March 9, 1976, MAYER used material, 
non-public information concerning the identity of the 
“Stock of the Week” as the basis for purchasing 200 
shares of Mississippi River Corp. for his own account. 


F. On or about March 16, 1976, BARRY used 
material, non-public information concerning the 
identify of the “Stock of the Week” as the basis for 
purchasing 300 shares of Maryland Cup Corp. for his 
own account. 


G. On or about March 23, 1976, MAYER used 
matérial, non-public information concerning the 
identity of the “Stock of the Week”, as the basis for 
purchasing 300 shares of Pacific Petroleum Corp. for 
his own account. 


H. Onor about July 6, 1976, ARNOLD used material, 
non-public information concerning the identity of the 
“Stock of the Week” as the basis for purchasing 300 
shares of SOS Consolidated Inc. for his own account. 


1. On or about August 11, 1976, ARNOLD used 
material non-public information concerning the 
identity of the “Stock of the Week” as the basis for 
purchasing 300 shares of Liberty Corp. for his own 
account. 


J. As part of a fraudulent course of business, 
MAYER, ARNOLD, BARRY and SCHRECK each used 
material non-public information concerning the 
identity of the “Stock of the Week” to benefit certain of 
their selected customers, some of whom were 
informed as to the source and nature of the information 
and received this information on a regular basis. At 


other times, MAYER, ARNOLD, BARRY and SCHRECK 
each used such information to make recommendations 
which purported to be his own to unknowing 
customers for the purpose of creating a favorable 
impression with respect to the quality of his 
investment advice and judgment. 


In view of the allegations made by the Division of 
Enforcement, the Commission deems it necessary and 
appropriate in the public interest and for the protection 
of investors that public proceedings be instituted to 
determine what, if any, remedial action is appropriate 
in the public interest pursuant to the statutes 
administered by the Commission, including Sections 
15(b) and 19(h) of the Exchange Act. 


Accordingly, IT 1S ORDERED that proceedings 
pursuant to Section 15(b) and 19(h) of the Exchange 
Act be, and they hereby are, instituted. 


IV. 


In connection with these proceedings the Respondents 
have submitted Offers of Settlement which the 
Commission has determined in the public interest to 
accept. On the basis of the Order of Proceedings and 
the Respondents’ Offers of Settlement, the 
Commission finds that MAYER, ARNOLD, SCHRECK 
and BARRY each wilfully violated! and aided and 
abetted violations of Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder. 


Vv. 


On the same basis it is in the public interest to impose 
the sanctions specified by each of the Respondents in 
his Offer of Settlement. 


Accordingly, IT 1S ORDERED that MAYER and 
ARNOLD be suspended for a period of thirty days from 
association with any broker-dealer, investment advisor 
or investment company. 


IT IS FURTHER ORDERED that SCHRECK and BARRY 
be suspended for a period of fifteen business days 
from association with any broker-dealer, investment 
advisor or investment company. 





1See Tager v. S.E.C., 344 F.2d 5, 8n. 16 (2nd Cir. 1965) 
affing Sidney Tager. 42 SEC 132 (1964); International 
Services Corp., SEC 1934 Act Release No. 12389 
(1976), [1975-1976] Transfer Binder, CCH Fed. Sec. L. 
Rep. 980,493. 


SEC DOCKET/529 





IT 1S FURTHER ORDERED that MAYER, BARRY, 
ARNOLD and SCHRECK each shall, within 60 days of 
this Order, deliver to the Commission’s staff an 
affidavit stating therein that compliance has been 
made with the provisions of this Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14592/March 22, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5917/March 22, 1978 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14593/March 22, 1978 


NOTICE OF FILING OF AMENDMENT TO PROPOSED 
RULE CHANGE BY THE NATIONAL ASSOCIATION OF 
SECURITIES DEALERS, INC. 


FILE NO. SR-NASD-77-23 


The National Association of Securities Dealers, Inc. 
(“NASD”) submitted on March 8, 1977, pursuant to 
Rule 19b-4, an amendment (the “Amendment”) to its 


proposed rule change to regulate its member's 
activities relating to trading in exchange-listed options 
(the “Proposal”). Notice of the filing of the Proposal 
and of its terms of substance was given by publication 
of a Commission Release, Securities Exchange Act 
Release No. 14307 (December 23, 1977), and by 
publication in the Federal Register, 43 FR 53 (January 
3, 1978). The amendment changes the section of the 
Proposal dealing with the NASD’s review of options 
advertising by its memebers. 
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Publication of the submission is expected to be made 
in the Federal ‘Register during the week of March 27, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 15 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-NASD-77-23. 


Copies of the Submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552,- will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


Copies of the filing and of any subsequent amend- 
ments will also be available at the principal office of 
the NASD. 


For the Commission, by the Division of Market Regula- 
tion pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14594/March 23, 1978 


Administrative Proceeding File No. 3-4492 
In the Matter of 

RICHARD LEE CHATHAM 

12489 East Cedar Circle 

Aurora, Colorado 


OPINION PURSUANT TO REMAND 


On January 27, 1978 these proceedings were remanded 
to us by the United States Court of Appeals for the 





District of Columbia Circuit. The Court directed us to 
rule in the first instance on the objection raised to our 
prior order’ by Chatham based on the Court’s recent 
decision in Collins Securities Corporation v. S.E.C. 


On February 2, we issued an order inviting the parties 
to file briefs, and both Chatham and our staff have 
done so. In addition, Chatham has moved to dismiss 
these proceedings on the basis of Collins, and has 
requested that the hearings be reopened to take the 
testimony of additional witnesses. 


Chatham contends that, because of the severe 
sanction we inposed, the Collins decision requires that 
the allegations against him be proven by clear and con- 
vincing evidence instead of the preponderance of the 
evidence standard previously applied. 


We disagree. In Collins, the Court made it very clear 
that the imposition of a severe sanction is only one of 
the factors that must be present before an administra- 
tive agency must apply the higher standard of proof. 
The court stated: 


“Two elements appear relevant to the 
standard [of proof] we should impose here: 
(1) the type case (fraud); (2) the heavy 
sanction (deprivation of livelihood). Given 
those elements, typical of many SEC cases, 
and given the type of circumstantial proof 
on which the SEC most often must rely, it 
appears to us that the ‘clear and convincing 
evidence’ standard is the proper standard 
here.’ ...Nor do we insist on the ‘clear 
and convincing’ standard in other than fraud 
cases; our ruling is confined to this case 
involving the typical circumstantial proof of 
a fraud case and resulting in the severe 
sanction of deprivation of livelinood.”4 


In our prior opinion in this case, we found that 
Chatham had willfully aided and abetted: 


(1) Violations of our net capital rule? which he 


deliberately sought to conceal from regulatory authori- 
ties; 





1 Securities Exchange Act Release No. 12523 (June 8, 
1976), 9 SEC Docket 828. 


2 562 F.2d 820 (1977). 
3 562 F.2d at 824. 


4 562 F.2d at 825, n. 32. 


5 Section 15(c)(3) of the Securities Exchange Act and 
Rule 15c3-1 thereunder. 


(2) A failure promptly to deposit in an escrow account 
the proceeds of a public offering;® and 


(3) Violations of certain reporting’ and record- 
keeping provisions. 


We do not consider this “a fraud case.” Nor does it 
involve “the typical circumstantial proof of a fraud” 
with which the Court in Collins was concerned. Rather, 
the evidence is for the most part direct—the books and 
records of Gregersen & Co., Inc., the broker-dealer 
firm with which Chatham was associated, testimony 
adduced at the hearings, and Chatham’s own conces- 
sions. Our findings of violations turned on the 
application of legal principles to facts which were 
essentially undisputed. 


In any event, whether or not we must apply the higher 
standard of proof mandated by Collins is of no 
consequence here. We have again reviewed the record. 
and we find the evidence with respect to all of 
Chatham’s violations clear and convincing. 


This case is largely based on documentary evidence. In 
support of the allegations of net capital violations, our 
staff introduced detailed computations based on 
Gregersen’s books and records. In an effort to 
challenge those computations, Chatham argued that 
various illiquid assets were includable in the firm’s net 
capital to the extent they served as security for certain 
loans which a bank had made to the firm. 


We found it “quite clear” that the assets in question 
were not bona fide collateral. Indeed, Chatham himself 
admitted that documentation of the assets’ collateral 
status was “somewhat ambiguous,” but argued that 
the language of our net capital rule did not give him fair 
notice that “bona fide collateralization” was required, 
an argument we rejected as frivolous. 


With respect to the failure promptly to deposit in an 
escrow account the proceeds of a public offering, the 
firm’s underwriting record sheets showed that 
confirmations were mailed and payments received two 
weeks before any funds were deposited in the account. 
Yet the provisions of the escrow agreement specified 
that sales proceeds were to be transmitted to the 
escrow account within three business days after their 
receipt. 





6 Section 15(c)(2) of the Exchange Act and Rule 15c2-4 
thereunder. 


7 Sections 15(b) and 17(a) of the Exchange Act and 
Rules 15b3-1, 17a-5 and 17a-11 thereunder. 


8 Section 17(a) of the Exchange Act and Rule 17a-3 
thereunder. 
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The findings of deficiencies in the firm’s books and 
records, and in the reports which the firm filed with 
this Commission, were also based on documentary 
evidence. 


We additionally find the evidence clear and convincing 
with respect to the deliberate deception which 
Chatham practiced on regulatory authorities con- 
cerning the firm’s net capital position. The findings of 
the administrative law iudge with respect to this aspect 
of the case were not challenged before us, and may be 
summarized as follows. 


In June 1973, staff examiners from this Commission 
and the National Association of Securities Dealers, 
Inc. (“NASD”) investigated Gregersen’s net capital 
situation but could find nothing in the firm’s records to 
support Chatham’s claim that a large bank 
indebtedness was collateralized. The loans in question 
had been made to the firm by a Mr. P, a bank vice- 
president, who had a “special relationship” with 
Chatham and who made the loans on his own authority 
without disclosing them to his superiors. 


On the day following the examiners’ request for 
documentation, Chatham gave them three letters, two 
from Mr. P to Gregersen and one from Gregersen to Mr. 
P, which listed various assets purportedly securing the 
loans. However, the lists of collateral and the 
valuations attributed thereto had been prepared, not by 
Mr. P or other bank officials, but by Chatham. Mr. P 
testified that Chatham told him that Gregersen’s net 
capital compliance was being investigated, and that 
the firm would be aided if it could satisfy the examiners 
concerning “the value of the assets in relationship to 
the loan.” Mr. P made no effort to evaluate the assets 
which the letters listed as collateral. Most of them were 
not acceptable security for any bona fide bank loan. 


We again conclude that Chatham was aware that the 
bank’s funds were being dispensed on an essentially 
unsecured basis. Yet in his contacts with NASD and 
Commission personnel, he persisted in portraying the 
bank’s advances as normal secured loans, and sought 
to pass off documents prepared internally as bank 
documentation. 


We accordingly reaffirm our ied findings of fact, 
conclusions of law, and order. 





9 Chatham’s motion to dismiss and his request to 


reopen the hearings to take the testimony of additional 
witnesses are denied. 
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By the Commission (Commissioners LOOMIS, EVANS 
and KARMEL); Chairman WILLIAMS and Commis- 
sioner POLLACK not participating. 


George A. Fitzsimn ~s 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14595/March 23, 1978 


A notice has been issued giving interested persons 
until April 14 to comment upon or request a hearing on 
an application submitted by Banner Industries, Inc. to 
withdraw its Common Stock (Par Value Ten Cents) 
from listing and registration on the American Stock Ex- 
change, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14596/March 23, 1978 


Administrative Proceeding File No. 3-4981 
In the Matter of 

DOUGLASS & CO., INC. 

1860 Lincoln Street 

Denver, Colorado 

(8-17458) 

DONN CHARLES DOUGLASS 
OPINION OF THE COMMISSION 
BROKER-DEALER PROCEEDINGS 
Grounds for Remedial Sanctions 
Fraud in Offer and Sale of Securities 


Sale of Unregistered Securities 


Improper Submission of Quotations 





Failure to Comply with Net Captial, 
Customer Protection, Reporting and Re- 
cordkeeping requirements 


Failure of Supervision 


Where registered broker-dealer, aided and 
abetted in certain cases by its president, 
violated registration, quotation, antifraud, 
net capital, customer protection, record- 
keeping and reporting provisions of the 
securities acts, and failed to exercise 
reasonable supervision over its salesmen 
with a view to preventing their violations of 
antifraud provisions, held, in the public 
interest to revoke broker-dealer’s registra- 
tion, expel it from membership in registered 
securities association, and, subject to 
certain provisos, to bar president from 
association with any broker or dealer. 


APPEARANCES: 


Jack R. Gage, of Hanes & Gage, P.C., for Douglass & 
Co., Inc. and Donn Charles Douglass. 


Thomas E. Boyle, Harold M. Golz, and Keith G. Galitz, 
of the Commission’s Denver Regional Office, for the 
Division of Enforcement. 


Douglass & Co., Inc. (“registrant”), a registered broker- 
dealer, and Donn Charles Douglass, its president and 
principal trader, appeal from the findings made and the 
sanctions imposed by an administrative law judge. The 
law judge found that the firm willfully violated registra- 
tion, antifraud, net capital, customer protection, 
recordkeeping and reporting provisions of the 
securities acts, and that Douglass willfully aided and 
abetted certain of those violations. ! 


He concluded that the firm’s broker-dealer registration 
should be revoked, that the firm should be expelled 
from membership in the National Association of 
Securities Dealers, Inc. (“NASD”), and that Douglass 
should be barred from association with any broker or 
dealer.“ We turn first to those violations involving 





1 The law judge also found registrant responsible for 
deficient supervision. 


2 The law judge coupled his bar of Douglass with the 
proviso that, after ten months, Douglass could apply to 
become associated with a broker or dealer in a non- 
proprietary, non-supvisory capacity, upon a satisfac- 
tory showing that he would be adequately supervised. 


both the firm and Douglass. 
i. 


A. On three occasions during the period August 30 
through October 25, 1974, registrant engaged in 
business with net capital deficiencies.* Douglass was 
not only aware of those deficiencies but engaged in 
three sham transactions in a deliberate effort to 
conceal registrant’s violations from regulatory 
authorities. 


(1) Douglass knew that registrant’s net capital 
position was inadequate at the end of August 1974. In 
early September, he purportedly sold $5,000 worth of 
stock from registrant’s inventory to the firm’s sales 
manager. The sale was recorded as having taken place 
on August 30. Ninety days later, Douglass caused 
registrant to repurchase the stock at the original sales 
price of $5,000, even though the market price of the 
stock had dropped in the interim. Moreover, registrant 
paid the interest on the bank loan that the sales 
manager had obtained to finance his “purchase.” This 
practice, commonly known as “parking,” is a device 
used to circumvent the requirement of our net capital 
rule that, in computing a broker’s capital, a deduction 
(usually 30%) must be taken from the market value of a 
broker’s securities. 


(2) Also in early September 1974, Douglass 
“purchased,” as of August 30, some of registrant’s 
furniture for which he claims to have given registrant 
his personal note for $5,000, secured by certain mar- 
ketable securities. By this maneuver, Douglass sought 
to convert a fixed asset, which must be deducted from 
a broker’s net worth for net capital purposes, into a 
liquid asset that is includable in net capital. 


However, this was clearly another sham transaction. 
Registrant retained possession of the furniture for 
which it paid no rent, and in 1975, after registrant’s net 
capital position had improved, the transaction was 
reversed. The note which Douglass assertedly gave the 
firm to pay for the furniture could not be located. 





3 Our findings are based on an independent review of 
the record. 


4 The deficiencies in question were $18,800 as of 
August 30, 1974, $16,303 as of September 27, 1974, 
and $10,850 as of October 25, 1974. 


5 Rule 15c3-1 (c)(2)(vi) under the Securities Exchange 
Act. See Sumner B.Cotzin, Securities Exchange Act 
Release No. 10850 (June 12, 1974), 4 SEC Docket 
420,421-422. 
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(3) With Douglass’s knowledge, a check for $2,500 
received by registrant on September 6, 1974, was 
recorded as having been received on August 30, thus 
—e inflating registrant’s net capital position on that 
date. 


We conclude, as did the administrative law judge, that 
registrant, willfully aided and abetted by Douglass, 
willfully violated the net capital provisions of Section 
15(c)(3) of the Securities Exchange Act and Rule 15c3-1 
thereunder. 


B. In October 1973, Douglass authorized his firm to 
initiate a market for the stock of Polaris Mining 
Company, a shell corporation, by placing quotations in 
the “pink sheets” published by the National Quotation 
Bureau, Inc. However, the firm lacked the information 
required by Rule 15c2-11 under the Exchange Act as a 
prerequisite for entering such quotations. 


From that time until February 21, 1975, when we 
suspended trading in Polaris stock, registrant engaged 
in a massive distribution of unregistered Polaris shares 
in violation of the Securities Act’s registration require- 
ments. Partly through the use of nominee accounts, 
persons in control of Polaris, and persons who acquired 
shares from such persons with a view to distribution, 
sold almost 1,000,000 shares of that company’s stock 
through registrant. 


For placing Polaris quotations in the pink sheets, 
Douglas and another officer of registrant each received 
37,500 shares of Polaris from an individual whom 
Douglass knew to be a control person of the company. 
Yet they soon sold these shares to the public through 
registrant. Moreover, Douglass was aware that the 
same control person sold an additional 75,000 shares 
of Polaris stock through the firm. 





6 Additional overstatements of the firm’s net capital on 
the dates in question arose from its failure to carry 
certain liabilities on its books. That failure and the 
sham transactions described above resulted in 
inaccuracies in the firm’s ledger accounts, in the 
preparation of false and inaccurate trial balances and 
computations of net capital, and in the filing of false 
financial reports with this Commission. As a result, 
registrant, willfully aided and abetted by Douglass, 
willfully violated the recordkeeping and reporting pro- 
visions of Section 17(a) of the Securities Exchange Act 
and Rules 17a-3 and 17a-11 thereunder. 


7 Registrant did not have Polaris’s financial statements 
for the two fiscal years preceding the period covered by 
the company’s most recent statement. 
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In late 1973, the firm’s cashier advised Douglass that 
large-denomination Polaris certificates were being 
delivered to her by three of the firm’s salesmen, and 
that she had been advised by persons associated with 
Polaris that they could neither certify reliably what 
stock was restricte, nor furnish registrant with a list of 
stockholders owning restricted shares. In February 
1974, the president of Polaris advised Douglass that 
Polaris was still working on the problem. Yet registrant 
continued to purchase and sell large blocks of Polaris 
emanating from control persons. 


Douglass knew or should have known that registration 
requirements were violated by the sale of Polaris 
shares belonging to the individual known to him as a 
control person. In addition, he should have been aware 
that those requirements were also violated by the sale 
of the stock which he and the other officer of registrant 
had acquired from that person with a view to resale. 
Douglass was also on notice that there was a serious 
problem with respect to the other large blocks of 
Polaris that his firm was buying and selling. Yet he did 
not curb his firm’s dealings in that stock. Nor did he 
make the searching a that was clearly called for 
under the circumstances. 


We conclude, as did the law judge, that registrant, 
willfully aided and abetted by Douglass, willfully 
violated Sections 5(a) and 5(c) of the Securities Act 
and Section 15(c)(2) of the Exchange Act and Rule 
15c2-11 thereunder. 


Douglass argues that Section 5 and Rule 15c2-11 
impose “mutually inconsistent” requirements on a 
broker-dealer trading a security and therefore, that a 
dealer cannot “simultaneously” violate both provi- 
sions. This contention is wholly lacking in merit. The 
provisions in question impose discrete and 
independent requirements on a broker-dealer that are 
in no way inconsistent. When we adopted Rule 
15c2-11, we emphasized that the rule was “not 
intended to, and does not, excuse brokers and dealers 
from their duty to comply with applicable registra- 
tion . . . provisions of the federal securities laws, ... 
including their duty to make appropriate inquiry.” 





8 See Feeney v. S.E.C., 564 F.2d 260, 262 (C.A. 8, 
1977), affirming our decision in Willard G. Berge, 
Securities Exchange Act Release No. 12846 
(September 30, 1976), 10 SEC Docket 600. See also 
Distribution by Broker-Dealers of Unregistered 
Securities, Securities Act Release No. 4445 (February 
2, 1962). 


9 Securities Exchange Act Release No. 9310, p. 3 
(September 13, 1971). 





Equally without merit is Douglass’s argument that he 
cannot be found an aider and abetter unless a natural 
person, as distinguished from a corporation, is found 
to be the principal violator. Under Section 15(b)(6) of 
the Exchange Act, this Commission may sanction any 
person associated with a broker-dealer who has 
willfully aided or abetted a violation of the securities 
acts or rules thereunder “by any other person.” Section 
3(a)(9) of the Act specifically defines “person” to 
include a company. 


Finally, Douglass argues that his violations cannot be 
found willful unless he knew that he was giving “sub- 
stantial assistance” to the commission of a wrongful 
act. We think it clear that the evidence with respect to 
Douglass’s misconduct meets that standard. We note, 
however, that it is not necessary that a respondent be 
aware he is violating the law in order to find his actions 
“willfull.” It is sufficient if he has intentionally 
committed the act which constitutes the violation or, if 
charged with a duty to act, has failed to meet his re- 
sponsibilities. 


We now turn to the violations in which only registrant 
is involved. 


(1) In connection with their offer and sale of Polaris 
stock, registrant’s salesmen made material misrepre- 
sentations to customers. 


Polaris was in poor financial condition, its mining 
properties were for the most part unproven, and its sale 
of ore resulted in a net loss. Yet salesmen falsely 
represented, among other things, that Polaris had 
valuable mining properties, that it had discovered a 
“very good deposit,’’ that its securities were 
underpriced, and that the stock, which had never sold 
for more than 10 cents per share, would rise to more 
than 50 cents per share in the near future. 


Registrant was responsible for the actions of its 
salesmen.'2 We accordingly conclude that the firm 





10 We note, moreover, that most of the statutory 
provisions at issue here and the rules thereunder are by 
their terms directed only at broker-dealers. Hence only 
broker-dealers can be their principal violators. 


11 See Arthur Lipper Corp. v. S.E.C., 547 F.2d 171, 
180-181 (C.A. 2, 1976), cert. denied, U.S. 
(1978); Hanly v. S.E.C., 415 F.2d 589, 595-596 (C.A. 2, 
1969). 


12 See Shaw, Hooker & Co., Securities Exchange Act 
Release No. 14289 (December 19, 1977}, ‘3 SEC Docket 
1171, 1174. 


willfully violated the antifraud provisions of Section 
17(a) of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder.'3 We also 
find, as did the law judge, that registrant, which lacked 
any effective system of control over its salesmen’s 
activities, failed to exercise reasonable supervision 
with a view to preventing their violations. 


(2) Registrant engaged in business on October 15 and 
October 21, 1976, although it had net capital 
deficiencies on both those dates.'4 Moreover, it failed 
to give the required telegraphic notice of its deficien- 
cies and to file the financial reports required as a result 
thereof. Accordingly, registrant willfully violated 
Section 15(c)(3) and 17(a) of the Exchange Act and 
Rules 15c3-1 and 17a-11 thereunder. 


(3) Registrant failed to comply with the customer 
protection provisions of Rule 15c3-3 under the 
Exchange Act in that: 


(a) Its special reserve bank account for the 
benefit of customers was deficient by more 
than $20,000 from September through 
December 1974; 


(b) It failed to take prompt action to obtain 
physical possession of securities included 
on its books and records as “failed to 
receive” for more than 30 days; and 





13 Assuming that the Supreme Court’s interpretation 
of Section 10(b) of the Exchange Act and Rule 10b-5 in 
Ernst & Ernst v. Hochfelder, 425 U.S. 185 (1976), is 
applicable to proceedings of this sort, a position with 
which we disagree, we find that the salesmen, and thus 
registrant, had the requisite intent to deceive. See 
Arthur Lipper Corp. v. S.E.C., supra. We note, 
however, that the references to Section 10(b) and Rule 
10b-5 in our findings are merely cumulative. Our 
findings of fraud are also made under Section 17(a) of 
the Securities Act to which Hochfelder does not apply. 
See Steadman Security Corporation, Securities 
Exchange Act Release No. 13695 (June 29, 1977), 12 
SEC Docket 1041, 1050-1051. The sanctions we are 
imposing on registrant would be the same even if we 
made not findings under Section 10(b) and Rule 10b-5. 


The administrative law judge found that Douglass 
willfully aided and abetted registrant’s violations of the 
above antifraud provisions. However, on the basis of 
our review of the record, we are unable to conclude that 
the evidence is sufficient to sustain that finding. 


14 The deficiencies amounted to $31 ,257 as of October 
15, and $1,315 as of October 21. 


SEC DOCKET/535 





(c) In 28 instances in which customers who 
sold securities through registrant failed to 
deliver them to the firm within 10 business 
days after the settlement dates, it did not 
immediately close out the transactions. 


Accordingly, registrant willfully violated Section 
15(c)(3) of the Exchange Act and Rule 15c3-3 
thereunder. 


(4) Certain of registrant’s customer account cards 
failed to disclose the beneficial owners of those 
accounts. Accordingly, registrant willfully violated the 
recordkeeping provisions of Section 17(a) of the 
Exchange Act and Rule 17a-3 thereunder. 


IV. 


Respondents argue that a higher standard of proof 
should be applied to their violations than the prepon- 
derance of the evidence test used by the administrative 
law judge. They note that Collins Securities Corp. v. 
S.E.C., 562 F.2d 820 (C.A.D.C., 1977), held that certain 
findings of fraud in broker-dealer proceedings are 
governed by a “clear and convincing” standard of 
proof. But whether or not such a standard is required is 
of no consequence here. We find the evidence with 
respect to all of respondents’ violations clear and 
convincing. The same is true with respect to the 
evidence of the deliberate deception practiced by 
Douglass on regulatory authorities in his efforts to 
conceal registrant’s 1974 net capital violations. 


V. 


Respondents argue that the sanctions imposed on 
them are too severe. They assert, among other things, 
that Douglass has spent an otherwise unblemished 
twenty years in the securities business developing 
expertise as a trader, and that the sanctions are 
disproportionately harsh compared with those 
imposed on the respondents who settled these pro- 
ceedings. 


The violations found with respect to registrant are 
numerous, serious and pervasive, sometimes 
extending over lengthy periods of time. In some cases 
they evidence a deliberate disregard of the law; in 
others, acomplete breakdown in the firm’s compliance 
and supervisory responsibilities. In addition, despite 
Douglass’s assertion to the contrary, this is not the 
first time that he and his firm have found themselves in 
difficulties with regulatory authorities. Under the 





15 jn 1975, the NASD disciplined respondents for 
violations of net capital, customer protection and 
recordkeeping provisions. In 1977, the NASD 
sanctioned Douglass in connection with registrant’s 
1976 violations of net capital requirements for which 
registrant, but not Douglass, was found responsible in 
these proceedings. 
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circumstances, we think that the sanctions imposed on 
registrant by the administrative law judge are fully 
warranted in the public interest. 


Douglass’s misconduct is hardly less serious than that 
engaged in by registrant.1” The deliberate deception 
he practiced on regulatory authorities in attempting to 
conceal his firm’s net capital deficiencies would alone 
justify the bar imposed on him by the administrative 
law judge. In addition, Douglass permitted his firm to 
engage, over an extended period of time, in a massive 
distribution of unregistered stock in violation of 
registration provisions. These and his other violations 
demonstrate a cavalier disregard on Douglass’s part for 
the necessity of strict adherence to regulatory require- 
ments. As already noted, this is not the first time that 
Douglass has been subject to disciplinary action. 


Nevertheless, in view of the fact that we have set aside 
the law judge’s finding that Douglass aided and 
abetted registrant’s violations of antifraud provisions, 
we shall add a further proviso to the one already 
specified by the administrative law judge.'° After 2-%2 
years, if Douglass applies to become asociated with a 





16 Respondents’ argument based on the sanctions 
imposed on those respondents who settled is wholly 
lacking in merit. In settlement cases, where there is 
usually no admission of violations, we take into 
account pragmatic considerations such as the 
avoidance of time-and-manpower-consuming adver- 
sary proceedings. Moreover, in that situation, we are 
dealing with charges which may or may not be 
substantiated. But, as to the respondents now before 
us, we have a fully developed record which established 
serious and pervasive violations of the securities laws. 
See Haight & Company, 44 S.E.C. 481, 512-513 (1971); 
Gilbert F. Tuffli, Jr., Securities Exchange Act Release 
No. 12534 (June 10, 1976), 9 SEC Docket 839, 845 n. 46. 


We note, moreover, that despite respondents’ claim 
that all those who settled were given relatively light 
sanctions, another officer of registrant who was a 
respondent in these proceedings received a very 
substantial sanction. See Robert Byron Stanat, 
Securities Exchange Act Release No. 12908 (October 
19, 1976), 10 SEC Docket 729. 


17 Douglass's Culpability is not lessened by the fact 
that he was held responsible only as an aider and 
abetter. Cf. Ny@ & Nissen v. United States, 336 U.S. 
613, 618 (1849). 


18 Seer 





broker or dealer solely in the capacity of a trader, his 
application need not be supported by any showing of 
supervision. 


An appropriate order will issue. 
By the Commission (Commissioners LOOMIS, EVANS 


and KARMEL); Chairman WILLIAMS and Commis- 
sioner POLLACK not participating. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14596/March 23, 1978 


Administrative Proceeding File No. 3-4981 
In the Matter of 

DOUGLASS & CO., INC. 

1860 Lincoln Street 

Denver, Colorado 

(8-17458) 

DONN CHARLES DOUGLASS 


ORDER IMPOSING REMEDIAL SANCTIONS 


On the basis of the Commission’s opinion issued this 
day, it is 


ORDERED that the registration as a broker and dealer 
of Douglass & Co., Inc. be, and it hereby is, revoked; 
and it is further 


ORDERED that Douglass & Co., Inc. be, and it hereby 
is, expelled from membership in the National 
Association of Securities Dealers, Inc.; and it is further 


ORDERED that Donn Charles Douglass be, and he 
hereby is, barred from being associated with any 
broker or dealer; and it is further 


ORDERED that, after 10 months, Douglass may apply 
to become so associated in a non-proprietary, non- 
supervisory capacity, upon a satisfactory showing that 
he will be adequately supervised; and it is further 


ORDERED that, after 2-% years, any such application 
filed by Douglass for permission to become so 


associated solely as a trader, although still limited by 
the restriction that it must pertain only to a non- 
proprietary, non-supervisory position, need not be 
supported by the showing of supervision required in 
the preceding paragraph. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14597/March 23, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY MIDWEST STOCK 
EXCHANGE, INCORPORATED 


File No. SR-MSE-78-3 


The Midwest Stock Exchange, Incorporated (“MSE”) 
submitted on March 15, 1978, a proposed rule change 
under Rule 19b-4 to raise from $25 to $50 (per person 
per year) the maximum gratuity which a member or 
member organization may give to certain persons 
without prior written consent of the employer or any 
such person and/or the MSE. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days of 
the filing of such proposed rule change, the 
Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 27, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
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Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MSE-78-3. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market Regula- 
tion pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 14598/March 23, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY THE MIDWEST STOCK 
EXCHANGE, INC. 


File No. SR-MSE-78-7 


The Midwest Stock Exchange, Incorporated (“MSE”) 
submitted on March 15, 1978, a proposed rule change 
under Rule 19b-4 to permit a member or member 
organization the alternative of surrendering its 
membership to the MSE in lieu of paying certain 
accrued dues, fines or other debts to the MSE. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days of 
the filing of such proposed rule change, the 
Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of March 27, 
1978. In order to assist the Commission to determine 
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whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MSE-78-7. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20454/March 17, 1978 


In the Matter of 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Selden Street 
Berlin, Connecticut 06109 


(70-6133) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that The Hartford Electric 
Light Company (“HELCO”), a wholly-owned subsidiary 
of Northeast Utilities, a registered holding company, 
has filed an application-declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Section 6(b) 
of the Act and Rule 50 promulgated thereunder as 
applicable to the proposed transaction. All interested 
persons are referred to the application-declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


HELCO proposes to issue and sell at competitive 
bidding up to $40,000,000 principal amount of its First 
Mortgage Bonds, 1978 Series, due April 1, 2008 (the 
“Bonds). The interest rate, which shall be a multiple of 
1/8 of 1%, and the price, which shall not be less than 
99% nor more than 102.75% of the principal amount 
thereof, exclusive of accrued interest, to be paid to 
HELCO will be determined by the competitive bidding. 
HELCO will publicly invite written proposals for the 
purchase of the Bonds at lease six days prior to 
entering into any contract or agreement for their sale. 


The Bonds will be issued under the First Mortgage 
Indenture and Deed of Trust dated as of January 1, 
1958, between HELCO and The First National Bank of 
Boston, Successor Trustee, as heretofore supple- 


mented and amended by various indentures 
supplemental thereto, and as to be further 
supplemented by a Sixteenth Supplemental Mortgage 
Indenture to be dated as of April 1, 1978, setting out 
the terms of the Bonds. The terms shall include a 
provision that no Bond shall be redeemed at the 
applicable general redemption price prior to April 1, 
1983, if such redemption is for the purpose of or in 
anticipation of refunding such bond through the use, 
directly or indirectly, of funds borrowed by HELCO at 
an effective interest cost of less than the effective 
interest cost of the Bonds. 


The net proceeds from the sale of the Bonds will be 
used to repay short-term borrowings estimated to total 
$40,000,000 at the time of such sale. Such short-term 


borrowings were used to finance HELCO’s 1977-1978 
construction program and in part to retire $15,000,000 
of 3-%% bonds which matured in September, 1977. 


HELCO’s 1978 construction program expenditures are 
expected to total about $49,900,000 which includes 
$100,000 for nuclear fuel. In addition to the sale of the 
Bonds, HELCO estimates that internal cash generation 
will be sufficient to finance the completion of the 1978 
construction program and to pay at maturity $3,975,000 
of 3% Bonds in 1978. 


A statement of the fees, commissions and expenses to 
be incurred in connection with the proposed 
transaction will be filed by amendment. The proposed 
issuance and sale of Bonds by HELCO is subject to the 
jurisdiction of the Connecticut Public Utilities Control 
Authority. It is stated that no other state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 10, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Sec- 
retary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application-declaration, 
as filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices or orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20455/March 20, 1978 


In the Matter of 
GEORGIA POWER COMPANY 


PIEDMONT-FORREST CORPORATION 
270 Peachtree Stree, N.W. 
Atlanta, Georgia 30302 


(70-6135) 


NOTICE OF PROPOSED TRANSACTIONS RELATED 
TO NEWLY-ORGANIZED PROPERTY COMPANY 


NOTICE IS. HEREBY GIVEN that Georgia Power 
Company (“Georgia”), a wholly-owned electric utility 
subsidiary of The Southern Company, a registered 
holding company, and Piedmont-Forrest Corporation 
(‘Property Company’”’), a new Georgia business 
corporation formed at the direction of Georgia, have 
filed an application-declaration with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (“Act”), designating Sections 6, 7, 3(a), 10, 12(b), 
and 12(d) of the Act as applicable to the proposed 
transactions. All interested persons are referred to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed transactions. 


Georgia proposes to acquire on or about April 21, 1978, 
the 10 shares of presently outstanding common stock 
of Property Company for $500.00 and to purchase from 
Property Company from time to time thereafter an 
additional 99,990 shares of common stock for 
$499,500. Georgia will utilize Property Company as a 
wholly-owned subsidiary to engage and act for Georgia 


in the acquisition, ownership, maintenance, and 
disposition of property in connection with and 
incidental to the utility operations of Georgia. These 
transactions would principally be of a nature where 
eliminating the complexities created by the lien of the 
mortgage indenture securing Georgia’s first mortgage 
bonds (“Indenture”) attaching to the property involved 
would be advantageous to Georgia and facilitate their 
implementation. 


It is stated that once Property Company becomes a 
subsidiary of Georgia and until no later than December 
31, 1978, Georgia proposes to advance up to $62.5 
million to Property Company as and if necessary to 
permit Property Company to acquire the land for and 
cause to be constructed Phase | of a new office 
building complex for Georgia to be located in 
downtown Atlanta, Georgia. Georgia asserts that its 
main office building, located at 270 Peachtree Street in 
Atlanta, Georgia, contains insufficient space and 
facilities to meet Georgia’s needs for its administrative 
headquarters. During the last several years, Georgia 
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has had to scatter its general administrative staff into 
five different buildings in the downtown Atlanta area. 
In order to ameliorate this situation and to provide an 
administrative office facility which will meet Georgia’s 
needs into the future, Georgia contemplates the 
construction of an office building complex in 
downtown Atlanta on one of several sites now under 
consideration. Phase | of the office-building complex 
is a 24-story office building containing approximately 
750,000 square feet which has been designed for 
Georgia by a nonaffiliated Atlanta architectural firm. 
The building and its accompanying deck (the “new 
ofice building”) have been designed as models of 
energy conservation and will make major use of solar 
energy. The entire new office building will be dedicated 
to use by Georgia, although Georgia may permit retail 
lessees to lease portions of the ground floor which are 
not otherwise being utilized by Georgia. 


In order to avoid the inconvenience and expense of 
obtaining releases from the Indenture to transfer the 
property in a sale and lease back transaction and to 
otherwise facilitate the land acquisition program, 
Georgia proposes to use Property Company to acquire 
real property at the site for the new office building, to 
commence construction thereon, and to take whatever 
other steps as are necessary to work toward its 
successful and timely completion. At any time during 
the land acquisition of construction phase, Georgia 
may determine to transfer the new office building to a 
developer or other outside owner as part of a financing 
plan; but Georgia’s long-term financing plans with 
respect to the new building remain open at this time, 
and Georgia wishes to maintain maximum flexibility. 


Initially, Georgia will fund the land acquisition and 
construction of the new office building through 
periodic advances to Property Company. These 
advances will be made on an unsecured basis, will bear 
interest at a rate equal to Georgia’s incremental cost of 
capital so employed, will be payable on demand, and 
may be evidenced from time to time by promissory 
notes. Based on present budget projections and 
subject to escalation due to cost increases, Georgia 
projects that, if the new office building is completed in 
mid-1981 as is projected, the cost of constructing and 
furnishing the new office building, exclusive of land 
acquisition costs, will not exceed approximately 
$44,000,000, while land acquisition costs, dependent 
upon the site finally selected, will not exceed $18.5 
million. Thus, based on these projections and assuming 
that Georgia funded through advances to the Property 
Company the entire cost for completing the new office 
building (which would not be the case if an outside 
developer were to take over the project prior to 
completion), Georgia’s unpaid advances to the 
Property Company could aggregate $62.5 million in 
principal amount through calendar year 1981. These 





advances will be repaid from the proceeds of the 
permanent financing when completed. 


Upon acquiring the common stock of Property 
Company, Georgia intends promptly to sell to Property 
Company at cost (presently estimated at $2.2 million) 
all architectural drawings, designs, plans, and 
contracts, if any, presently held by Georgia relative to 
the new office building, and Property Company will 
proceed to acquire the desired real estate and to enter 
into contracts for the construction and furnishing of 
the new office building. 


In connection with the downtown office-building 
project and other projects, Property Company will 
utilize management, accounting and other personnel 
services provided by Georgia and will compensate 
Georgia for the cost of providing such services. 
Property Company will occupy no separate office 
space or utilize any separate equipment or facilities, 
but again will reimburse Georgia for Georgia’s 
overhead expenses allocatable to Property Company 
projects. All transactions and the provisions of all 
services, goods, property, and funding between 
Georgia and Property Company shall be at cost in 
compliance with Rules 90 and 91 promulgated under 
the Act. In allocating expenses to the Property 
Company, Georgia will follow the same accounting 
practices as it utilizes for allocating costs to work 
performed on its own projects. 


The fees and expenses to be incurred in connection 
with the proposed transactions are to be filed by 
amendment. The filing states that no state or federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 13, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application- 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicants-declarants at the above-stated address, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provides in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 


or advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20456/March 20, 1978 


In the Matter of 


NORTHEAST UTILITIES 
174 Brush Hill Avenue 
Springfield, Massachusetts 01089 


(70-6134) 


NOTICE OF PROPOSED AMENDMENT OF DECLARA- 
TION OF TRUST AND ORDER AUTHORIZING 
SOLICITATION OF PROXIES 


NOTICE IS HEREBY GIVEN that Northeast Utilities 
(“Northeast”), a registered holding company, has filed 
a declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(a), 7, and 12(e) thereof and 
Rule 62 promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposed 
transactions. 


Northeast proposes to amend its Declaration of Trust 
changing the date of the Annual Meeting of the 
Shareholders. The Declaration of Trust now provides 
that the Annual Meeting of the Shareholders shall be 
held in the months of March or April. The proposed 
amendment will change the month in which such 
Annual Meeting may be held to the months of April, 
May, or June. It is stated that the proposed amendment 
will permit management to continue enclosing proxy 
statements with the mailing of the Annual Report and 
to maintain traditional mailing cost savings resulting 
from this practice, while extending the period for return 
of proxies. The proposed amendment must be 
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approved by the affirmative vote of at least two-thirds 
of the outstanding common shares, Northeast’s sole 
class of capital stock. 


Northeast also intends to establish, through its 
subsidiary Northeast Utilities Service Company, 
(NUSCO), an employee stock ownership plan and trust 
(“TRAESOP”), to be funded, in whole or in part, with 
authorized but unissued common shares of the 
company. The purpose of such plan is to provide 
eligible employees with ownership of Northeast’s 
common shares through additional investment tax 
credits allowed to Northeast and affiliated companies 
pursuant to the Internal Revenue Code of 1954, as 
amended. Northeast may fund the TRAESOP by virtue 
of cash contributions or by the issuance of its 
authorized but unissued common shares. However, as 
long as the market price of the company’s common 
shares remains below the per share book value of those 
shares, the TRAESOP may not be funded through the 
issuance of authorized but unissued common shares 
but must be funded entirely through the contribution of 
cash and the purchase by the trustee of the TRAESOP 
of common shares of the company on the open market. 
It is stated that at such time as Northeast is able to 
fund the TRAESOP through the issuance of authorized 
but unissued shares, the company will file an 
additional declaration pursuant ot the Act describing 
the issuance of such shares. Northeast states that the 
issuance by the company of its common shares to the 
TRAESOP will be subject to preemptive rights unless 
the TRAESOP is approved by holders of a majority of 
the issued and outstanding common shares. 


In connection with its Annual Meeting to be held on 
April 25, 1978, Northeast proposes to solicit proxies 
seeking the affirmative vote of shareholders with 
respect to the above-described amendment to the 
Declaration of Trust and the creation of the TRAESOP 
through the use of solicitation material. 


It is stated that no state or federal commission, other 


than this Commission, has jurisdiction over the 
proposed transactions. The fees and expenses to be 
incurred in connection with the proposed transactions 
are to be filed by amendment. Northeast has filed its 
proxy solicitation material and requests that the 
effectiveness of its declaration with respect to the 
solicitation be accelerated as provided in Rule 62. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 17, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
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Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the declaration, as filed or as it 
may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


It appearing to the Commission that Northeast’s 
declaration regarding the proposed solicitation of 
proxies should be permitted to become effective forth- 
with pursuant to rule 62 and that jurisdiction should be 
reserved with respect to the expenses thereof: 


IT 1S ORDERED that the declaration regarding the 
proposed solicitation of proxies be, and hereby is, 
permitted to become effective forthwith pursuant to 
Rule 62, and that jurisdiction be, and it hereby is, 
reserved with respect to the expenses thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20457/March 20, 1978 


In the Matter of 

PUBLIC SERVICE COMPANY OF OKLAHOMA 
P.O. Box 201 

Tulsa, Oklahoma 74102 

ASH CREEK MINING COMPANY 

P.O. Box 680 

Tulsa, Oklahoma 74102 


(70-5868) 





NOTICE OF REQUEST TO COMPLETE TRANSFER OF 
ASSETS FROM OPERATING COMPANY TO SUBSI- 
DIARY MINING COMPANY AND TO EXTEND 
SUBSIDIARY MINING COMPANY’S AUTHORIZATION 
TO CONDUCT COAL EXPLORATION AND DEVELOP- 
MENT ACTIVITIES 


NOTICE IS HEREBY GIVEN that Public Service 
Company of Oklahoma (“PSO”), an electric utility 
subsidiary of Central and South West Corporation 
(“CSW”), a registered holding company and Ash Creek 
Mining Company, (“Ash Creek”) a subsidiary mining 
company of PSO, have filed post-effective amend- 
ments to their application-declaration previously filed 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6, 7, 9(a), 10 and 12 of the Act and Rules 43 
and 45 promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the application-declaration, as _ further 
amended by said post-effective amendments, which is 
summarized below, for a complete statement of the 
proposed transactions. 


PSO states that by order dated November 30, 1976 
(HCAR No. 19777), it was authorized to organize and 
acquire all the authorized common stock of a new coal 
mining subsidiary, Ash Creek, to which it would 
transfer its interests in a coal mining prospect in 


Wyoming and Montana. Ash Creek was to be 
incorporated in Oklahoma with an authorized capital of 
400,000 shares of $10 par value common stock and the 
interests were to be transferred at cost for shares of 
such common stock at their par value. If the basis for 
transfer exceeded $4,000,000, it was proposed that the 
excess be financed by short-term borrowing by Ash 
Creek from PSO, with the aggregate principal amount 
of short-term borrowings by Ash Creek from PSO not 
to exceed $12,500,000. It is stated that PSO transferred 
to Ash Creek properties having a cost basis of 
$3,839,040 in return for 383,904 shares of common 
stock, par value $10 per share, of Ash Creek and that 
additional properties with a cost basis at December 31, 
1977 of approximately $3,711,500 remain in PSO 
ownership in Wyoming and Montana. 


PSO and Ash Creek now seek an extension of the 
authorization previously granted them by Commission 
order in HCAR No. 19777 (November 30, 1976) to 
enable them to complete the transfer of the properties 
from PSO to Ash Creek and to enable Ash Creek to 
continue its authorized coal exploration and 
development activities. 


To finance these activities, PSO seeks authorization to 
make short-term loans to Ash Creek in the forrn of open 
account advances or notes with a maturity date of no 
later than December 31, 1978, in the aggregate emount 


of $8,500,000. Of that amount approximately 
$3,711,500 will be utilized to effect the completion of 
the transfer of the properties from PSO to Ash Creek 
and of the remainder Ash Creek has budgeted 
$4,500,000 to be expended from January 1, 1978 
through December 31, 1978, on its coal exploration and 
development activities including construction of a coal 
outloading facility. Ash Creek’s existing authorization, 
which originally terminated on December 31, 1977, has 
twice been extended by Commission order, each time 
for a 45 day period (HCAR Nos. 20329 and 20414) with 
the second extension period due to expire on March 31, 
1978. 


Ash Creek states that through 1977 it will have spent 
approximately $6,500,000 for mine development, while 
PSO will have spent approximately $160,000 for coal 
exploration and $3,551,000 for property acquisition on 
the coal properties in Wyoming and Montana which 
Ash Creek will acquire. 


Ash Creek states that its 1978 mine development 
activities are anticipated to center in the area of PSO 
Mine #1, located north of Sheridan, Wyoming. Ash 
Creek plans the construction of a railroad outloading 
facility and some initial shipments of coal during the 
calendar year 1978. It is currently expected that coal 
produced during 1978 will not be required by PSO and 
therefore will be sold to persons not affiliated with Ash 
Creek, PSO or their affiliates, and the revenues realized 
from such sales will offset the cost of coal purchased 
under a firm coal contract with Kerr-McGee Corporation 
for the PSO Northeastern generating station. Ash 
Creek states that it also intends to attempt to acquire 
federal coal basis in the areas under and adjacent to 
the States Ranch in Wyoming and Montana, on which 
PSO owns surface rights and which PSO nominated for 
federal coal leasing in 1976. The coal thereby acquired 
is intended for future use in PSO’s Northeastern 
station. 


In addition to the activities described hereinabove, Ash 
Creek states that it will continue to dispose of interests 
not deemed attractive or appropriate to PSO’s needs, to 
arrange for necessary treatment or processing of coal 
mined and to make incidental sales to others than PSO 
of products or by-products where no use can feasibly 
and currently be made of them by PSO, and to engage 
in farm-outs, farm-ins or other customary transactions. 


The price at which Ash Creek coal is sold to PSO will 
not exceed the cost thereof to the seller. For this 
purpose, cost will include reasonable compensation 
for necessary capital, which will be determined from 
PSO’s overall cost of capital by applying to each 
investment in Ash Creek made by PSO, whether debt or 
equity, a composite rate of return computed by 
applying to PSO’s capital structure (excluding 
short-term debt) as of the last day of the calendar 
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quarter next preceding the date of such investment, 
and interest rate on long-term debt (excluding 
tax-exempt borrowings) equal to the effective interest 
cost of PSO’s last debt issue preceding the investment, 
a preferred dividend rate equal to the effective dividend 
rate of PSO’s last preferred stock issue preceding the 
investment and a return on common equity not to 
exceed the rate of return on common equity allowed to 
PSO by the Federal Energy Regulatory Commission or 
its successor (except as subject to refund) in that 
Commission’s then most recent decision in a 
wholesale rate case of general applicability, the rate so 
applied to be modified prospectively from time to time 
upon the allowance of any different such rate of return. 


In the event that, at the time an investment were made, 
PSO had not issued long-term debt or preferred stock, 
which ever is applicable, within the preceding 12 
months, then upon the subsequent issuance of such 
debt or preferred stock, as the case may be, the 
interest or dividend cost thereof would be substituted, 
from and after the date of such issuance, for the 
interest or divident cost previously applied. 


Upon the retirement of an issue of long-term debt or 
preferred stock, the cost of which was used as a 
component in calculating the rate of return on an 
investment, the cost of the long-term debt or preferred 
stock, whichever is applicable, issued next preceding 
the date of such retirement, will be substituted 
therefore on a prospective basis. If however, PSO had 
not issued long-term debt or preferred stock, 
whichever is applicable, within the preceding 12 
months, then the procedure outlined above for such 
eventualities would be utilized. 


lf Ash Creek receives financing from a nonaffiliate, the 
financing so received shall be allocated to the debty 
component of the capital structure applicable. To the 
extent that such allocation, by increasing Ash Creek’s 
imputed long-term debt, causes Ash Creek’s capital 
structure to vary from that otherwise applicable, 
subsequent investments by PSO will be allocated in 
such a manner as to eliminate such variation, by 
treating them first as common equity and then as 
preferred stock equity until such components equal in 
percentage the respective percentages previously 
applicable. 


The return on investment by PSO and cost of money 
from other sources shall be capitalized and included in 
determining the cost at which any goods are sold by 
Ash Creek to PSO, by amortizing such costs over 
production in accordance with generally accepted 
accounting practice and subject to any further orders 
of this Commission entered after review of Ash Creek’s 
practices in the matter. 
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PSO and Ash Creek further state that they are hereby 
withdrawing two prior post-effective amendments, 
nos. 3 and 4, previously filed in this matter. 


It is stated that the fees and expenses to be incurred in 
connection with the proposed transactions are 
estimated at $800. It is stated that no state commission 
and no federal commission, other than this 
Commission, has jurisdiction with respect to the 
proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 13, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application- 
declaration, as further amended by said post-effective 
amendments, which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
mail upon the applicants-declarants at the above- 
stated addresses, and proof of service (by affidavit or, 
in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as amended by said post- 
effective amendments, or as it may be further 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC U7" ITY HOLDING COMPANY ACT OF 1935 
Reler 158/March 20, 1978 


In th f 





GENERAL PUBLIC UTILITIES CORPORATION 
Parsippany, New Jersey 


(70-5668) 


SUPPLEMENTAL ORDER EXTENDING PERIOD FOR 
ISSUANCE AND SALE OF STOCK PURSUANT TO 
DIVIDEND REINVESTMENT AND STOCK PURCHASE 
PLAN 


General Public Utilities Corporation (“GPU”), a 
registered holding company, has filed with this 
Commission a sixth post-effective amendment to its 
declaration previously filed and amended in this matter 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 
24(c)(3) and 50 promulgated thereunder regarding the 
following proposed transaction. 


By orders dated June 18, 1975, April 5, 1976, and March 
21, 1977 (HCAR Nos. 19051, 19463 and 19948), this 
Commission authorized GPU to issue and sell up to 
5,341,998 additional shares of its common stock 
pursuant to a Dividend Reinvestment and Stock 
Purchase Plan (“Plan”). Pursuant to the order dated 
March 21, 1977, GPU is permitted to issue and sell 
shares pursuant to the Plan until June 30, 1978. As of 
December 31, 1977, GPU states that 1,223,935 shares 
of additional common stock have been issued and 
sold. GPU now requests that the period within which 
shares may be issued and sold pursuant to the Plan be 
extended until June 30, 1979. 


GPU states that the administrative costs of the Plan for 
the year 1977 were approximately $248,200, including 
$24,500 in legal fees, $36,000 in printing expenses and 
$178,000 in fees to the dividend reinvestment agent. It 
is also stated that for the period from the Plan’s 
inception in 1975 through December 31, 1977, 
$15,232,220 or 6.5% of the dividends paid by GPU have 
been reinvested in additional shares of GPU common 
stock and that GPU’s shareholders have purchased for 
$6,776,474 additional shares of common stock 
pursuant to the cash option provisions of the Plan. 


The fees and expenses to be incurred in connection with 
the proposed transaction are estimated at $240,000, 
including legal fees of $13,250, printing fees of 
$35,000, dividend reinvestment agent fees of $135,000 
and mailing expenses of $45,000. No state commission 
and no federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
action. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 


consumers that said declaration, as amended by said 
post-effective amendment, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended by said post-effective amendment, be, and 
it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20459/March 21, 1978 


In the Matter of 


OHIO EDISON COMPANY 
76 South Main Street 
Akron, Ohio 44308 


(70-6140) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING AND THE ISSUANCE OF BONDS FOR 
SINKING FUND PURPOSES 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
(“Ohio Edison”), a registered holding company and an 
electric utility company, has filed a declaration with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6(a) and 7 of the Act and Rule 50 promulgated 
thereunder as applicable to the following proposed 
transactions. All interested persons are referred to the 
declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


Ohio Edison proposes to issue and sell at competitive 
bidding up to $120,000,000 principal amount of its First 
Mortgage Bonds (“new bonds”), in one or more series, 
each series to mature in not less than 5 nor more than 
30 years. The price, which will be not less than 100% 
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(unless Ohio Edison shall authorize a lower 
percentage, not less than 99%) nor more than 102-%4% 
of the principal amount thereof and accrued interest, 
and the interest rate (which will be a multiple of 1/8 of 
1%) will be determined by competitive bidding. 


The new bonds are proposed to be issued under the 
Ohio Edison Indenture dated as of August 1, 1930, to 
Bankers Trust Company, as Trustee, as heretofore 
amended and supplemented and as proposed to be 
amended and supplemented by a Twenty-seventh 
Supplemental Indenture to be dated as of a date within 
seventeen days prior to the issuance of the new bonds. 


The proceeds from the sale of the new bonds are to 
provide funds for the repayment in part of unsecured 
short-term debt (estimated to amount ot $75,000,000 at 
the time of such issue) and to provide funds for its 
construction program which is estimated at 
approximately $381 ,635,000 for 1978. 


Ohio Edison also proposes to issue on or about May 1 
and November 1 of 1978 a total of $14,307,000 principal 
amount of its First Mortgage Bonds, 3-%% Series of 
1955 due 1985 (“Sinking Fund Bonds”), such bonds to 
be issued under its Indendure dated as of August 1, 
1930, to Bankers Trust Company, as Trustee, as 
amended and supplemented (“Mortgage”). The Sinking 
Fund Bonds are to be of the series provided for by the 
Twelfth Supplemental Indenture dated as of May 1, 
1955, and will be identical in all respects with the 
sinking fund bonds of this series. 


Ohio Edison proposes to use the Sinking Fund bonds 
solely to obtain the inclusion in its general funds, 
through the authentication and delivery by the Trustee 
and surrender by Ohio Edison to the Trustee for 
cancellation of Sinking Fund Bonds, of the sinking 
fund payments on deposit or required to be made with 
the Trustee under the improvement and sinking fund 
provisions of the Mortgage in 1978. 


The fees and expenses to be incurred by Ohio Edison in 
connection with the proposed Sinking Fund Bonds are 
estimated at $2,100, including legal fees of $1,000. The 
fees and expenses to be incurred in connection with 
the proposed issue and sale of the new bonds and the 
fees and expenses of counsel for the underwriters, to 
be paid by the successful bidders, will be supplied by 
amendment. It is stated that the Public Utilities 
Commission of Ohio has jurisdiction over the proposed 
transactions and that no other state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 20, 1978, request in 
writing that a hearing be held on such matter, stating 
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the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the declaration, as filed or as it 
may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20460/March 21, 1978 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 


(70-6092) 
SUPPLEMENTAL ORDER AUTHORIZING EXTENSION 


OF TIME FOR MAKING OF CAPITAL CONTRIBUTION 
BY HOLDING COMPANY TO SUBSIDIARY 


Central and South West Corporation (“CSW”), a 
registered holding company, and its electric utility 
subsidiary company Public Service Company of 
Oklahoma (“PSO”) have filed with this Commission a 
post-effective amendment to their application-declara- 





tion previously filed and amended in this matter 
pursuant to Sections 6, 7, 9(a), 10, 12(b) and 12(f) of 
the Public Utility Holding Company Act of 1935 (“Act”) 
and Rules 24(c)(3), 43, 45, 50(a)(3) and 50(a)(5) 
promulgated thereunder regarding the following 
proposed transaction. 


By orders dated January 12, 1978, and January 28, 1978 
(HCAR Nos. 20380 and 20393), this Commission, 
among other things, authorized CSW to make capital 
contributions to PSO from time to time during the first 
three months of 1978 in an amount aggregating not 
more than $45,000,000. By post-effective amendment 
filed in this proceeding CSW and PSO request that the 
period within which such contributions may be made 
be extended through July 31, 1978, due to an 
improvement in PSO’s projected cash flow attributable 
largely to increased off-system sales. 


There are no additional fees or expenses to be incurred 
in connection with the proposed transaction. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said application-declaration, as 
amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended by said post-effective 
amendment, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 
promulgated under the Act, and subject also to the 
reservation of jurisdiction previously ordered. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20461/March 22, 1978 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 15907 


(70-4549) 


NOTICE OF PROPOSED EXTENSION OF TIME FOR 
MAKING LOANS TO UNAFFILIATED COAL COMPANY 


NOTICE IS HEREBY GIVEN that Pennsylvania Electric 
Company (‘“Penelec”), an electric utility subsidiary 
company has filed a sixteenth post-effective 
amendment to its application previously filed and 
amended in this matter pursuant to Sections 9(a) and 
10 of the Public Utility Holding Company Act of 1935 
(“Act”) regarding the following proposed transaction. 
all interested persons are referred to the application, as 
amended by said post-effective amendment, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By orders dated November 17, 1967, July 1, 1970, 
November 25, 1970, March 24, 1971, December 15, 
1971, May 26, 1972, October 26, 1972, December 3, 
1973, December 11, 1974, June 18, 1975, January 16, 
1976, February 16, 1977, and January 6, 1978 (HCAR 
Nos. 15899, 16773, 16909, 17064, 17396, 17581, 17738, 
18207, 18706, 19052, 19348, 19889 and 20368), this 
Commission authorized, among other things, Penelec 
to make loans to the Helvetia Coal Company 
(“Helvetia”), a non-affiliated mining company, by 
acquiring promissory notes to be issued by Helvetia in 
an amount not in excess of $12,225,000 through 
December 31, 1977, such notes to mature December 
31, 1978. Helvetia is engaged in developing coal mines 
for the Homer City Generating Station, in which 
Penelec has a 50% interest. The other 50% interest in 
the Homer Station is held by New York State Electric & 
Gas Corporation (“NYSEG”), a utility not affiliated with 
Penelec, which supplies 50% of the financing for 
Helvetia. 


By its sixteenth post-effective amendment filed in this 
proceeding Penelec states that as of the date hereof it 
and NYSEG have each loaned Helvetia $11,000,000, or 
an aggregate of $22,000,000. It is stated that Helvetia 
has not required capital in accordance with previous 
estimates (total loans of $24,500,000, one-half of 
which is to be supplied by Penelec) because of the coal 
strike and the reduction in capital payments by reason 
of the strike. Helvetia now expects to borrow the 
remaining $2,500,000 from time to time during the 
period ending June 30, 1978, subject to such 
adjustments as may be required by the coal strike. 
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Accordingly, Penelec now seeks permission to extend 
to December 30, 1978, the time within which it may 
make loans to Helvetia’s need for funds and therefore 
in its anticipated borrowing schedule. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$12,100, including legal fees of $10,100. It is stated 
that no state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 18, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said 
post-effective amendment to the application which he 
desires to controvert; or he may request that he be 
notified if the Commission should order a hearina 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application, as amended by 
said post-effective amendment or as it may be further 
amended, may be granted as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from 
such rules as provided in Rules 20(a) and 100 thereof or 
take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20462/March 22, 1978 


In the Matter of 


548/SEC DOCKET 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


(70-6118) 


ORDER AUTHORIZING TRANSACTIONS RELATED TO 
FINANCING OF POLLUTION CONTROL FACILITIES, 
EXCEPTION FROM COMPETITIVE BIDDING, AND 
INCREASE IN AMOUNT OF FIRST MORTGAGE 
BONDS WHICH MAY BE OUTSTANDING UNDER 
INDENTURE AND RESERVING CERTAIN JURIS~- 
DICTION 


Georgia Power Company (“Georgia”), a wholly-owned 
electric utility subsidiary of The Southern Company, a 
registered holding company, has filed an application- 
declaration and an amendment thereto with this 
Commission pursuant to Sections 6(a), 6(b), and 7 of 
the Public Utility Holding Company Act of 1935 (“Act”) 
and Rule 50(a)(5) promulgated thereunder regarding 
the following proposed transactions. 


Georgia states that in order to comply with prescribed 
environmental standards of the State of Georgia with 
respect to air and water quality, it has been and will be 
necessary for the company to construct certain 
pollution control facilities solely for this purpose. The 
present declaration relates to Georgia’s proposal for its 
financing of the pollution control facilities for use in 
connection with its Arkwright, Bowen, and Hammond 
steam plants located, respectively, in Bibb, Bartow, 
and Floyd Counties, as hereinafter described. Each 
transaction will be substantially similar. It is intended 
that a Development Authority of each such county 
(“Authority”) will issue its pollution control revenue — 
bonds and industrial development revenue bonds 
(“Revenue Bonds”) for the purpose of making loans to 
Georgia to pay the costs of the acquisition, 
construction, and equipping of the pollution control 
facilities at the plant located in its county referred to 
above (“Project”). While the actual amont of Revenue 
Bonds to be issued by each Authority has not yet been 
determined, such amount will be based upon the cost 
of the Project located in its county. It is presently 
estimated that the aggregate principal amount of 
Revenue Bonds to be issued by all three Authorities 
will not exceed $30,000,000, of which up to $27,000,000 
will be pollution control revenue bonds and up to 
$3,000,000 will be industrial development revenue 
bonds. 


Georgia proposes to enter into two separate Loan 
Agreements with each Authority (“Agreements”), one 
relating to the Pollution Control Revenue Bonds and 
the other relating to the Industrial Development 
Revenue Bonds of that Authority. Under each 
Agreement, the Authority will loan to Georgia the 
proceeds of the sale of the Authority’s related Revenue 
Bonds, and Georgia will issue a non-negotiable 





promissory note therefor (“Note”). Such proceeds will 
be deposited with a Trustee (“Trustee”) under an 
indenture to be entered into between the Authority and 
such Trustee (“Trust Indenture”), pursuant to which 
such Revenue Bonds are to be issued and secured, and 
will be applied by Georgia to payment of the Cost of 
Construction (as defined in the Agreement) of the 
related Project. Each Note will provide for payments 
thereon to be made at times and in amounts which 
shall correspond to the payments with respect to the 
principal of, premium, if any, and interest on the 
related Revenue Bonds whenever and in whatever 
manner the same shall become due, whether at stated 
maiurity, upon redemption, or declaration, or 
otherwise. 


Each Agreement will provide for the assignment to the 
Trustee of the Authority’s interest in, and of the 
moneys receivable by the Authority under, the 
Agreement and the Note. Each Agreement will also 
obligate Georgia to pay the fees and charges of the 
Trustee and will provide that Georgia may at any time, 
so long as it is not in default thereunder, prepay the 
amount due under the Note, including interest thereon, 
in whole or in part, such payment to be sufficient to 
redeem or purchase the related outstanding Revenue 
Bonds in the manner and to the extent provided in the 
Trust Indenture. 


Each Trust Indenture will provide that the Revenue 
Bonds issued thereunder will be redeemable (i) at any 
time on or after 10 years from the date of issuance, in 
whole or in part, at the option of Georgia, initially with 
a premium of 3% of the principal amount and declining 
by % of 1% annually thereafter, and (ii) in whole, at the 
option of Georgia, in certain other cases of undue 
burdens or excessive liabilities imposed with respect 
to the related Project, its destruction or damage 
beyond practicable or desirable repairability, or 
condemnation or taking by eminent domain, or if 
operation of the related plant is enjoined and Georgia 
determines to discontinue operation thereof, such 
redemption of all such outstanding Revenue Bonds to 
be at the principal amount plus accrued interest, but 
without premium. It is proposed that the Revenue 
Bonds will mature thirty years from the first day of the 
month in which they are initially issued and that such 
Revenue Bonds will be entitled to the benefit of 
mandatory redemption sinking funds calculated to 
retire not less than 25% of the aggregate principal 
amount of the issue prior to maturity. 


In order to obtain the benefit of ratings for the Revenue 
Bonds equivalent to the rating enjoyed by the first 
mortgage bonds outstanding under its Indenture dated 
as of March 1, 1941, between Georgia and Chemical 
Bank, as Trustee (“Indenture Trustee”), as supple- 
mented and amended (“Mortgage”), which ratings 
Georgia has been advised may be thus attained, 


Georgia proposes to secure its obligations under each 
Note by delivering to the Trustee, to be held as 
collateral, a series of its first mortgage bonds 
(“Collateral Bonds”) in principal amount equal to the 
principal amount of the related Revenue Bonds. Each 
series of Collateral Bonds will be issued under an 
indenture supplemental to the Mortgage (“Supple- 
mental Indenture”) to be dated as of the first day of the 
month in which the Collateral Bonds are to be issued 
and delivered, will bear interest at a rate equal to the 
interest rate to be borne by the related Revenue Bonds, 
will mature on the maturity date of such Bonds, and 
will be nontransferable by the Trustee. 


The Supplemental Indenture will provide, however, that 
the obligation of Georgia to make payment with 
respect to the Collateral Bonds will be satisfied to the 
extent that payments are made under the Note 
sufficient to meet payments when due in respect of the 
related Revenue Bonds. The Supplemental Indenture 
will provide that, upon acceleration by the Trustee of 
the principal amount of all related outstanding 
Revenue Bonds under the Trust Indenture, the Trustee 
may demand the mandatory redemption of the 
Collateral Bonds then held by it as collateral at a 
redemption price equal to the principal amount thereof 
plus accrues interest, if any, to the date fixed for 
redemption. The Supplemental Indenture will also 
provide that, upon the optional redemption of the 
related Revenue Bonds, in whole or in part, at any time 
after they have been outstanding for ten years, an equal 
principal amount of the Collateral Bonds will be 
redeemed at an initial premium of 3% declining by 
Ya% every year. It is stated that, because interest 
accrues in respect of the Collateral Bonds until 
satisfied by payments under the Note, “annual interest 
charges” in respect of the Collateral Bonds will be 
included in computing the "interest earnings 
requirement” of the Mortgage which restrict the 
amount of first mortgage bonds which may be issued 
and sold to the public in relation to Georgia’s net 
earnings. The Collateral Bonds will be issued on the 
basis of unfunded net property additions. The Trust 
Indenture will provide that, upon deposit with the 
Trustee of funds sufficient to pay or redeem all or any 
part of the related Revenue Bonds, or upon direction to 
the Trustee by Georgia to so apply funds available 
therefor, or upon delivery of such outstanding Revenue 
Bonds to the Trustee by or for the account of Georgia, 
the Trustee will be obligated to deliver to Georgia, or 
for the account of Georgia, the Collateral Bonds then 
held as collateral in an aggregate principal amount 
equal to the aggregate principal amount of such 
Revenue Bonds for the payment or redemption of 
which such funds have been deposited or applied or 
which shall have been so delivered. 


It is contemplated that the Revenue Bonds will be sold 
by the Authorities pursuant to arrangements with one 
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or more underwriters. In accordance with the laws of 
the State of Georgia, the interest rate to be borne by 
the Revenue Bonds will be fixed by the Boards of 
Directors of the Authorities. 


While Georgia will not be party to the underwriting 
arrangements for the Revenue Bonds, such 
arrangements will provide that the terms of the 
Revenue Bonds and their sale by the Authorities shal! 
be satisfactory to Georgia. Bond Counsel will issue an 
opinion that interest on the Revenue Bonds will be 
exempt from federal income taxation. Georgia has 
been advised that the interest rates on obligations, 
interest on which is so tax exempt, historically have 
been, and can be expected at the time of issue of the 
Revenue Bonds to be, 1-%2% to 2-%2% lower than the 
rates on obligations of like tenor and comparable 
quality, interest on which is fully subject to federal 
income taxation. 


The obligations of Georgia under the separate 
Agreements relating to the industrial development 
revenue bonds will be secured by separate series of 
Collateral Bonds. Such Small Issue Bonds will be 
marketed contemporaneously with the other Revenue 
Bonds. Georgia will grant each Authority, in 
connection with its Small Issue Bonds, a lien on 
certain property of Georgia other than the Projects. 
Each such lien will be subordinate to the lien of the 
Mortgage and will be assigned by the Authority to the 
Trustee. The lien will be created by means of a Deed to 
Secure Debt. 


By orders dated January 21 and September 5, 1972 
(HCAR Nos. 17437 and 17684), the Commiss:on 
authorized Georgia to, among other things, execute a 
supflemental indenture modifying certain provisions 
of the Mortgage which (a) immediately increased the 
aggregate principal amount of bonds of all series 
which may be at any one time outstanding under and 
secured by the Indenture from One Billion Dollars 
($1,000,000,000) to Two. Billion Dollars 
($2,000,000,000) and (b) provided that such aggregate 
pricipal amount of bonds may thereafter be increased 
or decreased from time to time by a supplemental 
indenture or indentures executed and delivered to the 
Trustee pursuant to authorization by Georgia’s Board 
of Directors and stockholders. At December 31, 1977, 
Georgia had outstanding an aggregate of 
$1,865,386,000 principal amount of first mortgage 
bonds. Georgia proposes to issue additional First 
Mortgage Bonds during 1978 which together with the 
aggregate principal amount of bonds presently 
outstanding would exceed the maximum aggregate 
principal amount allowed under the Mortgage. 
Accordingly, Georgia now proposes to increase the 
aggregate principal amount of bonds of all series 
which may be at any one time outstanding under and 
secured by the Mortgage from Two Billion Dollars 
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($2,000,000,000) to Three Billion Dollars 
($3,000,000,000). Georgia presently estimates that 
such increase will satisfy its needs for issuing first 
mortgage bonds through 1981. 


It is stated that the fees, commissions, and expenses 
to be paid or incurred, directly or indirectly, in 
connection with the proposed issuance of the Notes 
and. Collateral Bonds (as distinguished from and 
excluding fees, commissions, and expenses incurred 
or to be incurred in connection with the sale of the 
Revenue Bonds by the Authorities payable out of the 
proceeds of such sales and in connection with the 
determination of the tax status of the Revenue Bonds) 
are estimated at $107,100, including legal fees of 
$55,000, accountants’ fee of $12,000, and charges of 
the system service company, at cost, of $7,000. The 
issuance of the Collateral Bonds, the borrowings under 
the Agreements, and the issuance of the Notes in 
respect thereof have been expressly authorized by the 
Georgia Public Service Commission. Not other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. Georgia has requested a finding of the 
Commission that competitive bidding is inappropriate 
under the circumstances inasmuch as the Notes and 
Collateral Bonds are to be issued and pledged solely to 
evidence and secure Georgia’s obligations to the 
Authorities and no public offering by Georgia of the 
Notes and Collateral Bonds is to be made. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20419), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 


of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the loan payment 
obligations to be undertaken by Georgia pursuant to 
the proposed Loan Agreements with the Authorities, 
insofar as such payments are affected by the effective 
interest rate or rates of the pollution control revenue 
bonds and industrial development revenue bonds to be 





sold by the Authorities in connection with the 
transactions proposed in this proceeding. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release no. 20464/March 23, 1978 


In the Matter of 


ESTACADO, INC. 
P.O. Box 920 
Hobbs, New Mexico 88240 


(70-6114) 
(31-764) 


NOTICE OF PROPOSED ACQUISITIONS TO CREATE 
HOLDING COMPANY AND REQUEST FOR EXEMP- 
TION UNDER SECTION 3(a)(1) 


NOTICE IS HEREBY GIVEN that Estacado, Inc. 
(“Estacado”), a New Mexico Corporation, has filed with 
this Commission an application pursuant to the Public 
Utility Holding Company Act of 1935 (‘Act’), 
designating Sections 3(a)(1), 9(a)(2) and 10 of the Act 
as applicable to the proposed transactions. All 
interested persons are referred to the application, 
which is summarized below, for a complete statement 
of the proposed transactions. 


Estacado, a newly organized corporation which 
currently has no business or properties of its own, 
proposes to acquire all of the outstanding capital stock 
of New Mexico Electric Service Company (“Electric”), 
Hobbs Gas Company (“Hobbs Gas”), Liano, Inc. 
(“Llano”) and Minerals, Inc. (“Minerals”), all four of 
which are New Mexico corporations, in a transaction in 
which Estacado will issue approximately 2,004,863 
shares of its common stock in connection with the 
mergers of its four wholly owned subsidiaries into 
Electric, Hobbs Gas, Llano and Minerals. Electric is an 
electric utility company as defined under Section 
2(a)(3) of the Act, Hobbs Gas is a gas utility company 
as defined under Section 2(a)(4) of the Act and 
Estacado, assuming the proposed mergers were 
consumated, would become a holding company as 
defined under Section 2(a)(7) of the Act. Under the 
proposed mergers Electric, Hobbs Gas, Llano and 
Minerals would become wholly owned subsidiaries of 
Estacado and their shareholders would become 
shareholders of Estacado. 


Electric is a public utility engaged in the generation, 
transmission, distribution and sale of electrical energy 
primarily in the southern half of Lea County, New 
Mexico. As of September 30, 1977, Electric served 
approximately 16,500 customers in the municipalities 
of Hobbs, Eunice and Jal, New Mexico and 
surrounding areas pursuant to franchises which expire 
in 1989. At September 30, 1977, Electric had total 
utility plant of $36,276,893 and for the twelve months 
then ended, $20,361,846 of operating revenues and 
$1,985,536 of net income. Electric owns and operates 
one generating station having a net generating capacity 
of 184,000 kilowatts. The station consists of a 118,000 
kilowatt steam turbine generator and a 66,000 kilowatt 
gas turbine generator. Both units are gas fired and the 
gas turbine is also capable of being fired by oil. The 
gas used to fuel Electric’s generating station is 
purchased in the intrastate market at the prevailing 
wellhead price in southeastern New Mexico. It is 
transported from the gas fields to the generating 
station by Llano pursuant to various transportation 
agreements. Electric owns 40% of the Gramma Ridge 
Marrow gas storage unit located in Lea County, which 
unit is operated by Llano, and had 4.4 billion cubic feet 
of gas stored therein at September 30, 1977. In addition 
to its gas stored at this unit, at September 30, 1977, 
Electric has 1.2 billion cubic feet owed to it pursuant to 
a wellhead banking agreement administered by Llano. 
Electric is also a party with Llano in the Lusk 
Development Agreement, the purpose of which is 
developing a large underground gas storage and 
secondary recovery project and includes the 
ownership of several oil and gas properties. Electric is 
subject to the jurisdiction of the New Mexico Public 
Service Commission and, in matters related to its 
interconnection agreement with a neighboring utility, 
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to the jurisdiction of the Federal Energy Regulatory 
Commission. 


Hobbs Gas is a public utility engaged in the purchase, 
distribution and sale of natural gas in the city of 
Hobbs, New Mexico and the immediate surrounding 
area. As of September 30, 1977, Hobbs Gas served 
approximately 10,100 customers pursuant to a 
franchise which expires in 1989. At September 30, 
1977, Hobbs Gas had total utility plant of $3,788,928 
and for the twelve months then ended $3,494,643 of 
operating revenues and $126,733 of net income. The 
fuel supply for Hobbs Gas is obtained through the 
purchase of natural gas from a gas processing plant 
and numerous long-term contracts at the wellhead in 
southeastern New Mexico. Hobbs Gas has a gas 
transportation agreement with Liano to transport its 
gas from various locations in southeastern New 
Mexico to delivery points on Hobbs Gas’ system. In 
addition Llano, as agent for Hobbs Gas, Electric and 
others, periodically negotiates new gas purchase 
contracts, portions of which are assigned to Hobbs 
Gas as needed. Hobbs Gas does not own any 
underground gas storage facilities, but is a participant 
in a wellhead banking agreement administered by 
Llano. The financing of Hobbs Gas is currently on a 
short-term borrowing basis; management, however, 
desires to conclude long-term debt financing 
arrangements. Hobbs Gas is subject to the jurisdiction 
of the New Mexico Public Service Commission. 


Llano is an intrastate pipeline company primarily 
engaged in the acquisition, transportation, storage, 
redelivery and sale of natural gas in southeastern New 
Mexico. It owns and operates a natural gas gathering 
and transmission system which covers the majority of 
the natural gas producing area located in Lea and Eddy 
Counties, New Mexico. Llano’s gas transportation 
services are provided to four major customers, two of 
which are Electric and Hobbs Gas. Llano also provides, 
on a fee or royalty basis, the technical services 
required to drill, complete and produce oil and gas 
properties for other companies, including Minerals. 
Llano has an interest in two gas storage facilities, is a 
participant in the Lusk Development Agreement and 
administers a wellhead banking agreement for its 
customers. At September 30, 1977, Llano had total 
assets of $10,863,156 and for the twelve months then 
ended, $5,097,868 of revenues and $563,974 of net 
income. Included in said revenues were payments for 
services of $816,347 from Electric, $161,177 from 
Hobbs Gas and $9,000 from Minerals. 


Minerals is an oil and gas company which dedicates oil 
and gas leases to exploration and development 
projects operated by other companies with Minerals 
participating as a non-operating working interest 
owner. Minerals also farms out oil and gas leases for 
development by other firms with Minerals retaining an 
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overriding royalty interest. In addition, Minerals has 
purchased all of the working interest in four oil 
producing leases in Lea County, New Mexico, with the 
operation of leases being contracted to Llano. 
Substantially all of Minerals’ producing and 
nonproducing acreage is located in southeastern 
New Mexico, with a small portion thereof being located 
in Texas. Minerals anticipates constructing in 1978 a 
cyrogenic liquid extraction plant to be located on 
Llano’s pipeline system near Hobbs. Upon completion 
it will be owned and operated by Minerals with Electric, 
Llano and Hobbs Gas participating in the revenue 
derived from the sale of liquid hydrocarbon produced 
by the plant. At September 30, 1977, Minerals had total 
assets of $475,959 and for the twelve months then 
ended, revenues of $311,334 and net income of 
$125,909. 


The four companies proposed to be merged into 
Estacado were formed and continue to be controlled by 
the same group of persons, have substantially all their 
properties and operations in the same area of 
southeastern New Mexico and have substantial 
ongoing relationship among themselves. Llano 
transports all the gas used by Electric and Hobbs Gas, 
negotiates gas contracts on their behalf and provides 
consulting services to them with regard to future gas 
requirements and the adequacy of their present gas 
supplies. Llano provides expertise to Minerals in its 
selection, evaluation, acquisition and operation of its 
oil and gas interests. Llano has borrowed funds from 
Electric and Minerals. Electric, Llano, and Hobbs Gas 
utilize the same maintenance facilities for their 
transportation equipment and Electric and Llano use 
the same radio communications system. Electric and 
Hobbs Gas carry on their operations from the same 
general offices, and Llano and Minerals also share 
offices. The principal offices of all four companies are 
located is the same building and the companies share 
the use of specialized office equipment and a common 
mail delivery service. Because of the substantial 
interrelationship among the four companies, their 
boards of directors believe that their reorganization as 
subsidiary companies of a single holding company is a 
logical extension of their common corporate base and 
complimentary operational structure. It is their belief 
that such a reorganization will provide a larger financial 
base to allow the companies more flexibility for future 
development and expansion, including improved 
access to fuel supplies and capital markets, provide 
improved economies in the operation of the 
companies, provide a more attractive corporate 
opportunity to obtain and retain capable operating and 
managerial personnel and eliminate future potential 
conflicts of interest which might result from the 
historical interlocking management and shareholders 
of the companies. 





The terms for the issuance of Estacado common stock 
in connection with the proposed mergers are as 
follows: 


Shares of 
Estacado to 
be issued 
for each share 


Shares Presently 


Company Outstanding 


Lynch, Pierce, Fenner & Smith, Inc. (“Merrill Lynch”) 
after a consideration of various factors including the 
book values, assets values, earnings histories, 


Percent of 
Estacado owned 
by former 
shareholders of 


Total Estacado 
shares to be 
issued 





Electric 
Hobbs Gas 
Llano 
Minerals 


911,685 
342,944 
596,650 

19,600 


In addition, 7,132 shares of Estacado common stock 
will be reserved for issuance pursuant to the exercise 
of outstanding employee stock options granted by 
Electric ahd Llano, which will be assumed by Estacado 
in connection with the mergers. The common stock of 
Estacado to be issued in connection with the proposed 
mergers has a par value of $1.00 per share, has no 


pre-emptive or conversion rights, is not subject to 
redemption or sinking fund provisions and will be fully 
paid and non-assessable when issued. Any fractional 
shares will be paid in cash on an agreed value of $10.00 
per share of Estacado common stock. The above 


exchange ratios for conversion of the shares of the four 
companies into shares of common stock of Estacado 
were arrived at with the advice and assistance of Merrill 


1.6515 
- 3683 
- 4066 

6.6485 


1,505,648 
126,306 
242,598 
130,311 


75.1% 
6.3% 
12.1% 
6.5% 


operating trends and divident records of the companies 
and judgments with respect to their future values and 
prospects. Included in such calculations was the 
acceptance of an appraisal by DeGolyer and 
MacNaughton, international oil and gas consultants, 
of $1,068,128 as the fair market value of Minerals’ oil 
and gas properties (such properties having a book cost 
of not more than $133,953). Merrill Lynch has furnished 
the companies with an opinion that the exchange ratios 
are fair and equitable from a financial standpoint to the 
shareholders of the companies. 


The stock ownership in the four companies, and in 
Estacado after consummation of the proposed 
mergers, is and will be concentrated in a few families, 
as follows: 


Percentage Owned of 





Electric Hobbs Gas 








54% 44% 
10% 21% 
6% 22% 


Estacado 
after 


Minerals Mergers 


Llano 





38% 
16% 
21% 


40% 


50% 
11% 
11% 9% 
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The proposed mergers will be carried out in accordance 
with the terms of four agreements and plans of merger. 
Such agreements have been approved by the boards of 
directors of the parties thereto. Consummation of the 
mergers is subject to certain conditions, including 
approval by the affirmative vote of the holders of at 
least two-thirds of the issued and outstanding shares 
of capital stock of the parties to the mergers, approval 
by this Commission and receipt of a favorable tax 
ruling from the Internal Revenue Service concerning tax 
aspects of the mergers. The agreements and plans of 
merger will be submitted for approval by the 
shareholders of Electric, Hobbs Gas, Llano and 
Minerals at a joint special meeting of sharsholders of 
these companies to be held at an appropriate time after 
satisfaction of the conditions to the mergers. It is 
contemplated that Estacado, the sole shareholder of 
its four subsidiaries to be merged into the four 
companies, will approve the mergers on such date. The 
shareholders of Electric, Hobbs Gas, Llano and 
Minerals will have the right to dissent from the plans of 
merger and submit their shares of stock for appraisal in 
accordance with the provisions of the New Mexico 
Business Corporations Act and receive payment for the 
fair value thereof. 


Estacado seeks approval under Section 10 of the Act 
for its acquisition of Electric and Hobbs Gas in the 
proposed mergers. Estacado also seeks an exemption 
for the proposed holding company under Section 
3(a)(1) of the Act on the basis that it, Electric and 
Hobbs Gas are predominantly intrastate in character 
and carry on their businesses substantially within the 
State of New Mexico, the state of their incorporation. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$251,500, including legal fees of $146,500, accounting 
fees of $40,000, printing expenses of $20,000 and 
appraisal fees of $43,000. It is stated that the New 
Mexico Public Service Commission has jurisdiction 
over the issuance of securities in connection with the 
proposed transactions and that it is not presently 
known if such commission has jurisdiction over other 
aspects of the proposed transactions; if it is 
determined that jurisdiction over other aspects exists, 
appropriate approval will be sought. No other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than April 17, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application 
which he desires to controvert; or he may request that 


he be notified if the Commission should order a 
hearing thereon. Any such request should be 
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addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application, as filed or as it 
may be amended, may be granted as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the ddate of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10161/March 17, 1978 


In the Matter of 


DREYFUS MONEY ‘MARKET INSTRUMENTS, INC. 
767 Fifth Avenue 
New York, New York 10022 


(812-4229) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR ORDER OF 
EXEMPTION FROM RULE 22c-1 THEREUNDER 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING TEMPORARY EXEMPTION FROM RULE 
22c-1 UNDER THE ACT PENDING FINAL DETER- 
MINATION OF APPLICATION 


NOTICE !S HEREBY GIVEN that Dreyfus Money Market 
Instruments, Inc. (‘‘Applicant’” or ‘Fund’’), 
registered under the Investment Company Act of 1940 
(“Act”) as a no-load, open-end, diversified manage- 
ment company, filed an application on November 18, 
1977, for an order of the Commission, pursuant to 
Section 6(c) of the Act, exempting Applicant from the 
provisions of Rule 22c-1 thereunder, to the extent 
necessary to permit Applicant to compute its price per 
share in the manner set forth in the application, which 
generally would be accurate to the nearest one cent on 
a dollar. Applicant filed an amended application on 
December 8, 1977, and an amendment thereto on Feb- 
ruary 28, 1978, for an order granting the application on 
a temporary basis and subject to certain conditions set 
forth herein. 


Applicant states that it was designed as an investment 
vehicle for investors with temporary cash balances or 
cash reserves, including banks acting in a fiduciary, 
advisory, agency or custodial capacity as well as 
savings institutions, corporations, labor unions, 
brokers and investment counselors. As of October 26, 
1977, broker-dealers and investment advisers owned 
56.40% of Applicant’s shares, bank trust departments 
owned 18.92% and corporations and individuals owned 
24.68% of Applicant’s shares. 


Applicant states that it is designed to provide current 
income consistent with stability of principal. Its port- 
folio may be invested in a variety of money market 
instruments, including U.S. Government securities, 
bank certificates of deposit, and other money market 
instruments. Applicant asserts that since its inception 
in 1975, its portfolio has been invested largely in 
certificates of deposit of banks which are among the 
100 largest commercial banks in the United States. As 
of October 26, 1977, Applicant had net assets of 
approximately $45,000,000. 


Applicant states that it has a fundamental investment 
policy that investments may only be made in 
instruments having a remaining maturity of one year or 
less. Applicant values its portfolio at market, and 
asserts that because of the short maturities of its 
portfolio, its price per share has not varied from its 
original offering price of $1.00 per share. Applicant 
asserts that these policies evolved from discussions 
between Applicant’s officers and personnel of bank 
trust departments and other institutional investors, 
wherein it became apparent that in order to attract 
investments from those investors, stability of principal 
and a steady flow of investment income would be 
helpful. Applicant asserts that these investors are 
concerned that the daily income declared by Applicant 
reflect income as earned and that the sales and 
redemption price not change. 


Applicant asserts that its management has determined 
from experience that an average portfolio maturity of 
120 days combined with a share price of $1.00 will meet 
the aims of its investors. Applicant states that its 
directors have determined in good faith that the use of 
$1.00 per share price is appropriate. 


Applicant states that in order to maintain the $1.00 per 
share price it will take the following steps when 
necessary in extraordinary circumstances. In the event 
that the actual net asset value per share of Applicant 
declines to a value of $.996, Applicant will cease 
paying out that amount of income as a dividend neces- 
sary to maintain the net asset value at $.996 or more. In 
the event the actual net asset value of Applicant rises 
to more than $1.004 per share, the Applicant will, 
where possible, make a capital gains distribution or a 
return of capital sufficient to maintain the actuai net 
asset value at $1.004 or less. In both instances the 
price per share for sales and redemptions would remain 
at $1.00 with this method of calculating net asset value 
to the nearest one cent on a dollar. 


Ul. 
On May 31, 1977, the Commission issued an 
interpretation (Investment Company Act Release No. 
9786) (“Release”) of Section 2(a)(41) of the Investment 
Company Act of 1940 (“Act”) and Rule 2a-4 thereunder 
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which, among other things, stated the Commission’s 
views that: (1) it is inconsistent generally with the 
provisions of Section 2(a)(41) of the Act and Rule 2a-4 
thereunder for “money market” funds to value their 
assets on an amortized cost basis, ignoring market 
factors; (2) it is inconsistent with the provisions of 
Rule 2a-4 for such funds to “round off” calculations of 
their net asset values per share to the nearest one cent 
on a share value of $1.00; and (3) such funds should 
comply with the foregoing not later than November 30, 
1977. 


Several ‘money market” funds applied to the 
Commission, pursuant to Section 6(c) of the Act, for 
exemptive orders, to the extent those orders might be 
necessary, either to permit them to value their assets 
on an amortized cost basis or to permit them to calcu- 
late their net asset values to the nearest one cent ona 
$1.00 share. 


On October 21, 1977, the Commission issued a notice 
of the filing of such an application by Money Market 
Management, Inc., et al. (Investment Company Act 
Release No. 9967). Subsequently, notices of other 
such applications were issued, pursuant to delegated 
authority, as follows: (1) Temporary Investment Fund, 
Inc., et al. (Investment Company Act Release No. 9983, 
November 1, 1977); (2) Scudder Cash Investment Trust 
(Investment Company Act Release No. 9992, November 
4, 1977); (3) Daily Income Fund, Inc. (Investment 
Company Act Release No. 9998, November 8, 1977); (4) 
White Weld Money Market Fund, Inc., et al. (Invest- 
ment Company Act Release No. 9999, November 8, 
1977); (5) Institutional Liquid Assets, Inc. (Investment 
Company Act Release No. 10000, November 8, 1977); 
and (6) Fund for Government Investors, Inc. (Invest- 
ment Company Act Release No. 10007, November 10, 
1977). All of the aforementioned applications request 
exemptions from the provisions of Section 2(a)(41) of 
the Act and Rules 2a-4 and 22c-1 thereunder to permit 
them to value their assets on an amortized cost basis, 
with the exception of Temporary Investment Fund, 
Inc., et al., which seek an exemption from Rule 2a-4 to 
permit them to calculate their net asset values per 
share to the nearest one cent. Collectively, the 
applicants in the matters captioned above are referred 
to below as “the Funds”. 


The aforementioned notices gave interested persons an 
opportunity to request a hearing on the respective 
matters and stated, in each case, that an order 
disposing of that application would be issued as of 
course (following expiration of the various periods 
specified in the notices) unless the Commission 
should thereafter order a hearing thereon, either upon 
request or upon the Commission’s own motion. 
Certain communications have been received by the 
Commission which raise questions as to whether 
hearings should be ordered in these matters, and the 
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Commission has under consideration the question 
whether to order hearings on any or all of the 
applications herein. By letter dated November 17, 1977, 
Applicant requested, in the event that it be required to 
make the same representations as the Funds in the 
aforementioned notices, that a hearing be held to 
determine whether the facts presented in the other 
applications are representative of the money market 
industry as a whole and whether the conditions agreed 
to by the Funds are appropriate considering all the 
facts and circumstances in the industry. 


Applicant opposes the amortized cost method 
proposed by the Funds which it asserts would permit 
an approximate purchase and redemption price. 
Applicant will continue to value its portfolio at market. 
Applicant opposes on a permanent basis the 
restrictions on trading agreed to by the Funds, as 
contrary to the public interest and urges the 
Commission to adhere to its position in the Release. 


In a notice dated November 28, 1977, Investment 
Company Act Release No. 10027, the Commission 
granted a temporary order of exemption to the Funds, 
subject to the conditions stated in their applications 
for permanent exemption. Said order is to remain in 
effect pending final disposition of the matter. The 
Funds had represented that a temporary order of 
exemption was necessary to avoid a disruption of their 
operations. Applicant herein has also requested a 
temporary order of exemption while continuing to 
oppose the applications for permanent exemption. 


Applicant maintains that it needs the temporary order 
of exemption so that it may remain in a competitive 
position with the Funds that have received temporary 
orders of exemption. Applicant represents that the 
Funds compete with Applicant for business from insti- 
tutional investors. According to Applicant, these 
Funds have been able to obtain higher yields by pur- 
chasing 120 day average maturity securities, while 
Applicant is limited by the terms of the Release to a 
maximum of 60 day maturity securities in order to 
maintain a fixed price. Applicant asserts that in the 
period from November 30, 1977, to February 15, 1978, 
the Funds have grown 36.1% against an industry 
average for that period of 28.2% (excluding the Funds). 
In the same period Applicant has grown 11.3%. Appli- 
cant believes that it has lost up to seventeen of its 
institutional clients to the Funds. 


Rule 22c-1 adopted under the Act provides, in part, that 
no registered investment company issuing any 
redeemable security shall sell, redeem, or repurchase 
any such security except at a price based on the current 
net asset value of such security which is next 





computed after receipt of a tender of such security for 
redemption or of an order to purchase or sell such 
security. Rule 2a-4 adopted under the Act provides, as 
here relevant, that the “current net asset value” of a 
redeemable security issued by a registered investment 
company used in computing its price for the purposes 
of distribution and redemption shall be an amount 
which reflects calculations made substantially in 
accordance with the provisions of that Rule, with 
estimates used where necessary or appropriate. In the 
Release, the Commission interprets Rule 2a-4 as 
requiring investment companies such as Applicant to 
calculate their net asset values to an accuracy of 1/10 
of 1%. 


Applicant asserts that it does not require relief from 
Rule 2a-4 as it values its portfolio securities at market 
value. Applicant submits that the only relief it needs is 
from Rule 22c-1 to the extent necessary to permit 
Applicant to compute its price per share as set forth 
above. Applicant believes that some _ institutional 
investors would seek to redeem their shares if there 
was even a small ($.01) change in the price per share. 
Applicant further believes that it is important for its 
continued financial success that the use of $1.00 price 
per share be permitted. 


Section 6(c) of the Act provides, in part, that the 
Cmmission may, upon application, exempt any 
person, security or transaction, or any class or classes 
of persons, securities or transactions, from any 
provision or provisions of the Act and the rules 
thereunder, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


Applicant states that its request for exemption is made 
based upon its existing management policies, and has 
agreed that the permanent (and temporary) order it 
seeks may be conditioned upon the following: 


1. That the Fund will continue its fundamental 
investment policy that investments will be made only 
in instruments having a remaining maturity of one year 
or less, and that its portfolio will be managed so that 
the average maturity of all instruments in the portfolio 
(on a dollar-weighted basis) will be 120 days or less. 


2. That the Fund henceforth will offer its shares only 
to present shareholders and to institutional investors, 
including banks, savings institutions, corporations, 
labor unions, charitable and educational institutions, 
trusts with corporate fiduciaries, credit unions, 
hospitals, broker-dealers, investment counselors, 
insurance companies, municipalities, employee 
benefit plans and other institutional investors, with a 
required minimum initial purchase of $40,000. Sales by 


broker-dealers are expected to come from investors to 
whom such broker-dealers have specifically recom- 
mended the purchase of shares of the Fund. These 
shares will either be in the broker’s name or, if in the 
investor’s name, will be in accounts over which the 
broker-dealers represent that they have discretionary 
authority. It is expected that sales through investment 
counselors will result from such investment 
counselors exercising their investment discretion by 
purchasing shares of the Fund as an alternative to the 
direct purchase of the types of money market 
instruments purchased by the Fund or by specifically 
recommending the purchase of shares of the Fund to 
their clients in lieu of the direct purchase of the types 
of securities purchased by the Fund. 


3. The Fund will follow the policies and practices set 
forth in Section | above and will disclose these policies 
and practices in its prospectus as set forth below and 
in addition will disclose in substantially the following 
language: 


It is the policy of the Fund to attempt to 
maintain a $1.00 price per share for 
purposes of sales and redemptions by 
rounding to the nearest cent. In order to 
effectuate this policy the Fund will maintain 
an average maturity for its portfolio 
securities of 120 days or less. Furthermore, 
in the event the net asset value per share 
declines to a value of $.996 the Fund will not 
pay out the amount of income a dividends 
necessary to maintain the net asset value at 
$.996. Conversely, if the net asset value per 
share increases to $1.004, the Fund will pay 
out a distribution of capital gain, if 
available, or a return of capital in an amount 
necessary to maintain a $1.004 net asset 
value. There cannot be, however, any 
absolute assurance that the Fund will at all 
times be able to maintain a stable price. 


4. The Fund agrees that, as a condition to the 
granting of the requested exemption, it will have in 
effect a policy that all commercial paper and 
certificates of deposit purchased by it shall meet the 
following criteria at the time of purchase. Investments 
in bank certificates of deposit and bankers’ 
acceptances are limited to domestic banks having total 
assets in excess of one billion dollars and subject to 
regulation by the U.S. government. 


The commercial paper purchased by the Fund will 
consist only of obligations (a) rated Prime-1 by 
Moody’s Investors Service, Inc. (“Moody’s or A-1 by 
Standard & Poor’s Corporation (“S&P”), or (b) issued 
by companies having an outstanding unsecured debt 
issue currently rated Aa or better by Moody’s or AA or 
better by S&P. 
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In addition to the conditions already set forth, 
Applicant agrees that the following conditions may be 
made conditions to the granting of a temporary order of 
exemption. Applicant agrees to conform to these 
temporary conditions until such time as the 
Commission has resolved the matters set forth in its 
application and request for hearing. 


1. The Fund will hold portfolio securities to maturity, 
unless earlier disposition is deemed to be necessary 
(a) to meet requests for redemption or (b) as a result of 
a revised adverse credit evaluation of the issuer or of 
other extra-ordinary circumstances. 


2. The Fund will have in effect a policy (a) that its 
portfolio shall be managed with the intention of 
maintaining liquidity adequate to meet anticipated 
redemptions, so as to minimize the possibility that 
portfolio securities will have to be sold prior to 
maturity to meet redemption requests, and (b) that 
redemption payments will be made in whole or part in 
kind (subject to the limitations of Rule 18f-1 under the 
Act), when its management determines that a sale of 
portfolio securities to raise funds for redemption 
payments would have a material adverse effect on its 
remaining shareholders. Such policies will be adopted 
as soon as practicable. 


3. Ona regular basis, the management of the Fund 
will review its determination that rounding net asset 
value per share to the nearest cent on a one dollar price 
is an appropriate method of “pricing,” and will take 
steps to change the method of “pricing” upon 
determining that such method appears to be 
inappropriate. 


Applicant submits that the requested exemption is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


The matter has been considered by the Commission, 
and it is found that, in view of the circumstances set 
forth above, the granting of an immediate interim order 
exempting Applicant from Rule 22c-1 under the Act 
until the final determination of this application by the 
Commission, is appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for a temporary order be and 
hereby is granted, subject to the conditions which 
Applicant has agreed may be imposed upon such order 
as set forth in the application and summarized herein, 
effective immediately; 
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IT 1S FURTHER ORDERED, that said temporary 
exemption shall continue to be in effect until there is 
issued an order disposing of the application in its 
entirety, including any court review of a Commission 
order in the matter, and shall thereafter cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 10, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10162/March 20, 1978 


PREVENTION OF UNLAWFUL ACTIVITIES WITH 
RESPECT TO REGISTERED INVESTMENT COM- 
PANIES 

AGENCY: Securities and Exchange Commission. 


ACTION: Proposed rule. 





SUMMARY: The Securities and Exchange Commis- 
sion (“Commission”) is publishing for comment a pro- 
posed rule under the Investment Company Act of 1940 
(“Act”) which would prohibit certain activities on the 
part of persons affiliated with registered investment 
companies or their investment advisers or principal 
underwriter. In addition, the proposed rule would 
require that such entities establish codes of ethics 
applicable to certain persons associated with them, 
and would require that these persons make specified 
reports regarding their securities transactions. This 
action is being taken in order to implement a provision 
of the Act which authorizes Commission rules to 
prevent fraudulent, deceptive, or manipulative 
practices on the part of certain persons in connection 
with the purchase or sale of securities held or to be 
acquired by a registered investment company. 


DATES: Comments must be submitted on or before 
April 27, 1978. 


ADDRESSES: Send comments in triplicate to George 
A. Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. All communi- 
cations with respect to this matter should refer to File 
No. S7-738. Such communications will be available for 
public inspection at the Commission’s Public 
Reference Room, Room 6101, 1100 L Street, N.W., 
Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: 


Walter R. McEwen, Esq. (202-755-4866) 
Division of Investment Management 
Securities and Exchange Commission 
Washington, D.C. 20549 


SUPPLEMENTARY INFORMATION: 


Section 17(j) of the Act [15 U.S.C. 80a-17(j)] provides 
that: 


It shall be unlawful for any affiliated person 
of or principal underwriter for a registered 
investment company or any affiliated 
person of an investment adviser of or princi- 
pal underwriter for a registered investment 
company, to engage in any act, practice, or 
course of business in connection with the 
purchase or sale, directly or indirectly, by 
such person of any security held or to be 
acquired by such registered investment 
company in contravention of such rules and 
regulations as the Commission may adopt 
to define, and prescribe means reasonably 
necessary to prevent, such acts, practices, 
or courses of business as are fraudulent, 
deceptive or manipulative. Such rules and 
regulations may include requirements for 


the adoption of codes of ethics by 
registered investment companies and 
investment advisers of, and principal under- 
writers for, such investment companies 
establishing such standards as are 
reasonably necessary to prevent such acts, 
practices, or courses of business. 


This provision was added to the Act in 1970,’ after the 
Commission had recommended that it be empowered 
to adopt rules for the protection of investors in con- 
nection with trading in securities purchased and sold 
by investment companies by persons affiliated with 
them or their investment advisers or principal under- 
writers.“ The Commission’s recommendation in this 
regard was based upon its earlier finding that 
transactions by such persons in securities held by 
investment companies often placed such persons in a 
postion of conflict of interest, and that the consider- 
able disagreement in the investment company industry 
as the the nature and extent of obligations in this area 
suggested a need for clearer and higher standards.3 


To implement Section 17(j), the Commission in 1972 
proposed to adopt Rule 17j-1 under the Act [17 CFR 
270.17j-1]4 That proposed rule would have, among 
other things, defined fraudulent, deceptive or manipu- 
lative acts, practices or courses of business for 
purposes of Section 17(j), required certain persons to 
report their personal securities transactions and 
required investment companies and their investment 
advisers and principal underwriters to adopt codes of 
ethics. However, the Commission withdrew the 
proposed rule after a large number of objections to 
various provisions of it were raised in the public com- 
ments.Y The revised proposed rule set forth in this 
release is designed to effectuate the purposes of 
Section 17(j) while avoiding certain features of the 
earlier version which public commentators found 
objectionable. 





1 P.L. 91-547, effective December 14, 1970. 


2 See Public Policy Implications of Investment 
Company Growth, H. Rep. No. 2337, 89th Cong., 2nd 
Sess. 200 (1966). 


3 See Report of the Special Study of the Securities 
Markets, H.R. Doc. No. 95, 88th Cong., 1st Sess., pt. 
4, at 235-55 (1963). 


4 investment Company Act Release No. 7581, Decem- 
ber 26, 1972 (38 FR 2180, January 22, 1973), File No. 
$7-469. 


5 Investment Company Act Release No. 9169, February 
19, 1976 (41 FR 8498, February 27, 1976). 
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The Commission believes that the potential conflicts of 
interest discussed in the Report of the Special Study of 
the Securities Markets continue to exist with regard to 
transactions by affiliated persons of an investment 
company or its investment adviser or principal under- 
writer in securities purchased or sold by the investment 
company. Therefore, the Commission is proposing the 
present version of Rule 17j-1, thereby prescribing a 
means which it believes is reasonably necessary to 
prevent fraudulent, deceptive or manipulative acts, 
practices or courses of business in accordance with 
Section 17(j). 


Like the earlier version, the present version of 
Proposed Rule 17j-1 contains a general anti-fraud pro- 
vision with regard to trading by certain persons 
affiliated with investment companies of their 
investment advisers or principal underwriters in 
securities held by, or being considered for purchase on 
the part of, a registered investment company. More- 
over, the present proposed rule, like the earlier one, 
would require that investment companies, investment 
advisers and principal underwriters adopt and enforce 
codes of ethics to prevent violations of the anti-fraud 
provision. In addition, the present Proposed Rule 17j-1 
is similar to the previous one in that it would require 
that “access persons,” as defined in the rule,° of re- 
gistered investment companies or their investment 
advisers or principal underwriters report their 
securities transactions to the company, adviser or 
underwriter. The entity to which these reports must be 
made would have to identify its access persons and 
inform them of their duty to make the reports. 


The proposed rule defines “security” to include any 
security of a class of securities of an issuer or any 
security convertible into a security of that class. In 
addition, a purchase, sale or writing of an option to 
purchase or sell a security would be regarded as a 
purchase or sale of the security itself, since the 
interest of persons who have purchased, sold or 
written options could be affected by changes in the 
value of the underlying security. 


However, the rule’s definition of “security” would 
exclude securities which are issued by the Government 
of the United States or any instrumentality of the 





6 In brief, “access person” means a director, officer, or 
general partner, or an employee whose functions or 
duties relate to the determination of what securities an 
investment company should purchase or sell. 


7 The inclusion of options within the proposed defini- 
tion of security represents a departure from the earlier 
proposed rule. 
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Government of the United States. It would seem that 
the value of such securities held by an individual could 
not be substantially affected by purchases or sales by 
an investment company. 


It might be noted that the proposed rule’s requirements 
concerning reporting of securities transactions and 
adoption of codes of ethics would not apply with 
regard to principal underwriters for investment 
companies where the underwriter is not affiliated with 
the company or its investment adviser, and none of the 
underwriter’s officers, directors or general partners 
serves in such acapacity with the investment company 
or its investment adviser. Moreover, Proposed Rule 
17j-1 would not require reports to investment advisers 
to the extent that the adviser is already required to 
record the pertinent information pursuant to Rule 
204-2(a)(12) or 204-2(a)(13) [17 CFR 275.204-2(a)(12) or 
204-2(a)(13)] under the Investment Advisers Act of 1940 
[15 U.S.C. 80b-1, et seq.]. Similar exceptions were 
made in the original version of Proposed Rule 17j-1. 


However, there are several major respects in which the 
present proposed rule differs from the earlier one. 
First, the present version does not contain any specific 
trading prohibitions. Instead, individual investment 
companies and their investment advisers and principal 
underwriters would be responsible for determining 
what standards and procedures are necessary to 
prevent affiliated persons who are access persons from 
engaging in the fraudulent or manipulative activities 
proscribed by the proposed rule, and for incorporating 
such standards and procedures into their codes of 
ehtics. This approach is being taken in view of the 
arguments made by public commentators that the 
trading prohibitions set forth in the previous proposed 
rule could lead to difficulties of interpretation and 
administration. 


The precise nature of the standards and procedures 
which would have to be prescribed in a code of ethics 
in order to meet the requirements of the present 
version of Proposed Rule 17j-1 would depend upon the 
circumstances of the entity adopting the code, and the 
Commission believes that the determination can best 
be made by the investment company, its investment 
adviser and its principal underwriter. Such factors as 
the number and geographic location of access persons 
and the nature of an investment company’s portfolio 





8 In substance, the earlier version of Proposed Rule 
17j-1 would have prohibited an access person from 
trading in any security which he knew was being 


purchased or sold, or being considered or 
recommended for purchase or sale, by the investment 
company. 


~ 





might be relevant in this regard.9 It should be kept in 
mind that any code of ethics adopted in accordance 
with the rule must provide for procedures to prevent 
improper securities trading by access persons. 


Another difference between the current and earlier 
version of the proposed rule is that, under the current 
version, investment company directors who are not 
“interested persons,” as defined in the Act, of the 
company would not be required to report their 
securities transactions unless the disinterested 
director had actual knowledge that, within the past 30 
days, that security had been purchased or sold by the 
investment company, or such purchase or sale on the 
part of the company had been considered. It does not 
seem necessary to subject disinterested directors to 
reporting requirements as extensive as those 
applicable to other persons, since disinterested 
directors would, as a general matter, have less contact 
with an investment company’s day-to-day operations 
than other access persons. In this connection, it was 
pointed out in a number of public comments 
concerning the earlier proposed rule that any 
unnecessary burden upon disinterested investment 
company directors should be avoided, so that highly 
qualified individuals would not be discouraged from 
serving in such a position. 


Moreover, in response to suggestions made in earlier 
public comments, the present version of the proposed 
rule omits any specific requirement that violations of 
codes of ethics be reported to the Commission. 
However, investment companies and their investment 
advisers and principal underwriters would be required 
to preserve, for at least five years, both reports made 
by access persons and records of any violations of the 
code of ethics and action taken as a result of such vio- 
lations. The reports and records would have to be made 
available to the Commission or its staff for examina- 
tion. 





9 Certain of the public comments suggested that the 
pervious proposal’s trading prohibition with respect to 
securities “being considered” for purchase or sale by 
an investment company was too broad, since 
investment company managers might give preliminary 
consideration to a wide variety of securities but in 
many cases reject the possibility of buying or selling a 
particular security before the consideration has 
reached an advanced stage. Under the rule being 
proposed herein, an investment company, adviser or 
underwriter could adopt a code of ethics defining 
advanced or active consideration. 


10 Furthermore, although the proposed rule contains 
no specific requirement that codes of ethics be filed 
' with the Commission, investment companies’ codes of 
ethics would have to be filed with Form N-1R pursuant 
to Item 1.33. 


In addition, since the anti-fraud provision of Proposed 
Rule 17j-1 relates to securities “held or to be acquired” 
by a registered investment company, it seems 
appropriate to include a definition of that term in the 
proposed rule. Therefore, the proposed rule defines a 
“security held or to be acquired by a registered invest- 
ment company” as a security which is being, or within 
the past 30 days has been, held by the investment 
company or considered by the company or its invest- 
ment adviser for purchase by the company.11 


Finally, the Commission recognizes that a certain 
period of time might be necessary for investment 
companies, investment advisers and principal 
underwriters to formulate and adopt appropriate codes 
of ethics. Therefore, it is proposed to make the rule 
effective six months after adoption. 12 


STATUTORY AUTHORITY: The proposed rule 
contained herein is issued pursuant to authority 
granted to the Commission in Sections 17(j) and 38(a) 
[15 U.S.C. 80a-17(j) and 80a-37(a)] of the Act. 


aa i * ” * 


The text of Proposed Rule 17j-1 is as follows: 


§270.17j-1 Certain unlawful acts, practices, or courses 
of business and requirements relating to codes of 
ethics with respect to registered investment 
companies. 


(a) It shall be unlawful for any affiliated 
person of or principal underwriter for a re- 
gistered investment company or any 
affiliated person of an investment adviser of 
or principal underwriter for a registered 
investment company 


(1) to employ any device, scheme or artifice 
to defraud, 


(2) to make any untrue statement of a 
material fact or omit to state a material fact 
necessary in order to make the statements 
made, in light of the circumstances under 
which they are made, not misleading, 





11 The term “security” would, of course, be subject to 
the definition included in the proposed rule. 


12 To the extent that codes of ethics adopted pursuant 
to the proposed rule might require access persons to 
adjust their personal securities portfolios, additional 
time might be required to make such adjustments. The 
codes of ethics could provide a reasonable period of 
time for this purpose. 
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(3) to engage in any act, practice, or course 
of business which operated or would 
operate as a fraud or deceit upon any 
person, or 


(4) to engage in any manipulative practice in 
connection with the purchase or sale, 
directly or indirectly, by such person of any 
security held or to be acquired, as defined in 
this section, by such registered investment 
company. 


(b)(1) Except as otherwise provided in this 
paragraph (b), every registered investment 
company, and each investment adviser of an 
principal underwriter for such a company, 
shall adopt a written code of ethics con- 
taining provisions reasonably necessary to 
prevent access persons, as defined in this 
section, of such company, investment 
adviser, or principal underwriter from 
engaging in any act, practice, or course of 
business prohibited by paragraph (a) of this 
section, and shall use reasonable diligence 
and institute procedures reasonably neces- 
sary to prevent and detect violations of such 
code. 


(2) The requirements of this paragraph (b) 
shall not apply to any underwriter (i) which 
is not an affiliated person of any registered 
investment company or its investment 
adviser, and (ii) none of whose officers, 
directors, or general partners serves as an 
officer, director or general partner of such 
registered investment company or invest- 
ment adviser. 


(c)(1) Except as otherwise provided in this 
paragraph (c), every access person, as 
defined in this section, of a registered 
investment comnany or of an investment 
adviser of, or principal underwriter for, such 
a company shall, within the time specified 
in paragraph (2) of this paragraph (c), report 
to each such company, investment adviser 
or principal underwriter the information 
described in such paragraph (2) with respect 
to transactions in any security as defined in 
this section in which such access person 
has, or by reason of such transaction 
acquires, any direct or indirect beneficial 
ownership in the security; Provided how- 
ever, that any such report may contain a 
statement that it shall not be construed as 
an admission that the person making such 
report has any direct or indirect beneficial 
ownership in the security to which the 
report relates. 
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(2) Every report required to be made 
pursuant to this paragraph (c) shall be made 
not later than 10 days after the end of the 
calendar quarter in which the transaction to 
which the report relates was effected, and 
shall contain the following information: 


(i) The date of the transaction and the title 
and amount of the security involved; 


(ii) The nature of the transaction (i.e., pur- 
chase, sale or other acquisition or disposi- 
tion); 


(iii) The price at which the transaction was 
effected; and 


(iv) The name of the broker, dealer or bank 
with or through whom the transaction was 
effected. 


(3) Notwithstanding the provisions of para- 
graph (1) of this paragraph (c), no person 
shall be required to make a report of a trans- 
action in any security pursuant to this para- 
graph: 


(i) With respect to transactions effected in 
any account over which such person does 
not have any direct or indirect influence or 
control; 


(ii) If such person is not an “interested 
person” of a registered investment company 
within the meaning of Section 2(a)(19) of 
the Act [15 U.S.C. 80a-2(a)(19)], and would 
be required to make such a report solely by 
reason of being a director of such company, 
except where such director has actual 
knowledge that, within the most recent 30 
days, such security was purchased or sold 
by such company or such purchase or sale 
by such company was considered by the 
company or its investment adviser; 


(iii) To the extent that such person would 
otherwise be required to make such a report 
by reason of being an access person of a 
principal underwriter for a registered 
investment company where such under- 
writer (A) is not an affiliated person of such 
company or any investment adviser of such 
company, and (B) has no officers, directors, 
or general partners who serve as an Officer, 
director or general partner of such company 
or any such investment adviser; or 


(iv) To the extent that such a report made to 
an investment adviser would duplicate 





information recorded pursuant to Rules 
204-2(a)(12) or 204-2(a)(13) [17 CFR 
275.204-2(a)(12) or 275.204-2(a)(13)] under 
the Investment Advisers Act of 1940 [15 
U.S.C. 80b-1, et seq.]. 


(4) Each registered investment company, 
investment adviser and principal under- 
writer to which reports are required to be 
made pursuant to this section shall identify 
all access persons who are under a duty to 
make such reports to it, and inform such 
persons of such duty. 


(d) Each registered investment company, 
investment adviser and principal under- 
writer which is required to adopt a code of 
ethics or to which reports are required to be 
made by access persons pursuant to this 
section shall maintain records in the 
manner, and to the extent, set forth below in 
this paragraph (d), and make such records 
available to the Commission or any 
representative thereof at any time and from 
time to time for reasonable periodic, special 
or other examination. 


(1) A copy of each such code of ethics 
which is, or at any time within the past five 
years has been, in effect shall be preserved 
in an easily accessible place; 


(2) A record of any violation of such code of 
ethics, and of any action taken as a result of 
such violation, shall be preserved in an 
easily accessible place for a period of not 
less than five years following the end of the 
fiscal year in which the violation occurs; 


(3) A copy of each report made by an access 
person pursuant to this section shall be 
preserved for period of not less than five 
years from the end of the fiscal year in 
which it is made, the first two years in an 
easily accessible place; and 


(4) A list of all persons who are, or within 
the past five years have been, required to 
make reports pursuant to this section shall 
be maintained in an easily accessible place. 


(e) As used in this section, 
(1) “Access person” means: 
(i) With respect to a registered investment 


company or an investment adviser thereof, 
any director, officer, general partner, or 


advisory person as defined in this section of 
such company or investment adviser; and 


(ii) With respect to a principal underwriter, 
any director, officer, or general partner of 
such principal underwriter. 


(2) “Advisory person” of a registered invest- 
ment company or an investment adviser 
thereof means: 


(i) Any employee of such company or in- 
vestment adviser who, in connection with 
his regular functions or duties, makes, par- 
ticipates in, or obtains information 
regarding the purchase or sale of a security 
by a registered investment company, or 
whose functions or duties relate to the 
makeing of any such recommendation; and 


(ii) Any natural person in a control 
relationship to such company or investment 
adviser who obtains information concerning 
recommendations made to such company 
with regard to the purchase or sale of any 
security. 


(3) “Purchase or sale of a security” includes 
the writing of an option to purchase or sell a 
security. 


(4) “Security” means any security of a class 
of securities of an issuer (other than the 
Government of the United States or an 
instrumentality of the Government of the 
United States) or any security convertible 
into a security of that class or any option to 
purchase or sell such security. 


(5) “Security held or to be acquired by a re- 
gistered investment company” means any 
security as defined in this section which is 
being, or within the past 30 days has been, 
(i) held by such company, or (ii) considered 
by such company or its investment adviser 
for purchase by such company. 


By the Commission. 


George A. Fitzsimmons 


Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10163/March 20, 1978 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE 
COMPANY 


and 


MASSMUTUAL INCOME INVESTORS, INC. 
1295 State Street 
Springfield, Massachusetts 01111 


(812-4186) 


ORDER PURSUANT TO SECTIONS 17(b) and 17(d) OF 
THE ACT AND RULE 17d-1 THEREUNDER. 


On February 21, 1978, notice was given (Investment 
Company Act Release No. 10125) on an application 
filed on September 8, 1977, and amended on October 3, 
1977, December 17, 1977, and January 9, 1978, by 
MassMutual Income Investors, Inc. (the “Fund”), 
registered under the Investment Company Act of 1940 
(the “Act”) as a closed-end, diversified management 
investment company, and Massachusetts Mutual Life 
Insurance Company (“Insurance Company’’), the 
Fund’s investment adviser, for an order: (1) pursuant 
to Section 17(b) of the Act exempting from the 
provisions of Section 17(a) of the Act the proposed sale 
by the insurance company to the Fund of $2,000,000 
principal amount of 9% 20-Year Senior Notes (the 
“Notes”) of MEI Corporation (“MEI”) at the price paid 
by the Insurance Company for the purchase of the 
Notes transferred, plus accrued interest, and (2) 
pursuant to Section 17(d) of the Act and Rule 17d-1 
thereunder permitting the Insurance Company and the 
Fund to purchase, from MEI, $15,500,000 principal 
amount and $1,000,000 principal amount, respectively, 
of the Notes. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, that 
the sale by the Insurance Company to the Fund of 
$2,000,000 principal amount of the Notes is (1) 
reasonable and fair and does not involve overreaching 
on the part of any person concerned, (2) consistent 
with the policy of the Fund, and (3) consistent with the 
general purposes of the Act. It is further found, on the 
basis of such information, that the joint purchase of 
the Notes by the Insurance Company and the Fund is 
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consistent with the provisions, policies, and purposes 
of the Act and that the participation of the Fund will 
not be on a basis less advantageous than that of other 
participants. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed sale of $2,000,000 principal amount 
of the Notes by the Insurance Company to the Fund be, 
and hereby is, exempted from the provisions of Section 
17(a) of the Act. 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder that the proposed 
purchase by the Insurance Company and the Fund of 
$15,500,000 principal amount and $1,000,000 principal 
amount, respectively, of such Notes be, and hereby is, 
permitted. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10164/March 20, 1978 


In the Matter of 

SAFECO Equity Fund, Inc. 
SAFECO Growth Fund, Inc. 
SAFECO Income Fund, Inc. 
SAFECO Special Bond Fund, Inc. 
SAFECO Plaza 

Seattle, Washington 98185 


and 


CHARLES E. ODEGAARD 
222 Miller Hall 

DQ 12 

College of Education 
University of Washington 
Seattle, Washington 98105 





(812-4215) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 2(a)(19) OF THE ACT. 


SAFECO Equity Fund, Inc., SAFECO Growth Fund, 
Inc., SAFECO Income Fund, Inc., and SAFECO Special 
Bond Fund, Inc. (hereinafter collectively referred to as 
the “Safeco Funds”), all registered under the 
Investment Company Act of 1940 (“Act’’) as open-end, 
diversified management investment companies, and 
Dr. Charles E. Odegaard (“Odegaard”), filed an 
application on October 31, 1977, and amendments 
thereto on December 7, 1977, and January 13, 1978, 
pursuant to Section 6(c) of the Act, for an order of the 
Commission declaring that Odegaard shall not be 
deemed to be an interested person, within the meaning 
of Section 2(a)(19) of the Act, of the Safeco Funds’ 
investment adviser or principal underwriter solely by 
reason of his position as “Member” of the College 
Retirement Equities Fund (“CREF”), a variable annuity 
fund which owns shares of SAFECO Corporation, the 
parent company of the Safeco Funds’ investment 
adviser, or of his beneficial interest as an annuitant of 
CREF. 


On February 9, 1978, a notice was issued (Investment 
Company Act Release No. 10116) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an- 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 


request for a hearing has been filed, and the 


Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 2(a)(19) of the Act, to the extent requested 
be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10165/March 21, 1978 


In the Matter of 
SENTINEL BOND FUND, INC. 
SENTINEL GROWTH FUND, INC. 


SENTINEL TRUSTEES FUND, INC. 
National Life Drive 
Montpelier, Vermont 05602 


and 


SENTINEL GROUP FUNDS, INC. 
One Exchange Place 
Jersey City, New Jersey 07302 


(812-4257) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 17(a) OF 
THE ACT. 


Sentinel Bond Fund, Inc., Sentinel Growth Fund, Inc., 
Sentinel Trustees Fund, Inc. (hereinafter collectively 
referred to as the “Sentinel Funds”), and Sentinel 
Group Funds, Inc. (“Group Funds”) (the Sentinel 
Funds and Group Funds hereinafter collectively 
referred to as the “Applicants”), Maryland corpora- 
tions, each of which is an open-end, diversified, 
management investment company registered under the 
Investment Company Act of 1940 (the “Act”), filed an 
application on January 12, 1978, and an amendment 
thereto on February 21, 1978, pursuant to Section 17(b) 
of the Aci, for an order exempting froin the provisions 
of Section 17(a) of the Act proposed mergers of each of 
the Sentinel Funds into Group Funds. 


On February 24, 1978, a notice was issued (Investment 
Company Act Release No. 10138) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, that 
the terms of the proposed mergers of the Sentinel 
Funds into Group Funds are reasonable and fair and do 
not involve overreaching on the part of any person 
concerned, and that such proposed mergers are 
consistent with the policies of the Applicants and with 
the general purposes of the Act. 
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IT 1S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed mergers be, and hereby are, 
exempted from the provisions of Section 17(a) of the 
Act. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10166/March 21, 1978 


In the Matter of 
PHILADELPHIA FUND, INC. 


EAGLE GROWTH SHARES, INC. 


and 


UNIVERSAL PROGRAMS, INC. 
110 Wall Street 
New York, New York 10005 


(812-4246) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 22(d) OF THE ACT. 


On February 24, 1978, notice was issued (Investment 
Company Act Release No. 10139) of the filing of an 
application on December 9, 1977, and an amendment 
thereto on February 3, 1978, by Philadelphia Fund, 
Inc., and Eagle Growth Shares, Inc. (the “Funds”), 
each of which is registered under the Investment 
Company Act of 1940 (the “Act”) as a diversified, 
open-end, management investment company, and 
Universal Programs, Inc. (“UPI”; referred to together 
with the Funds as “Applicants”), investment adviser 
for the Philadelphia Fund and the principal underwriter 
of both of the Funds, for an order of the Commission 
pursuant to Section 6(c) of the Act exempting 
Applicants, to the extent requested, from the 
provisions of Section 22(d) of the Act. 


The requested order would permit Fund shareholders 
to redeem some or all of their Fund shares, deposit the 
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proceeds thereof in a special savings account to be 
established with the Funds’ transfer agent and 
custodian, and subsequently reinvest amounts so 
deposited which have remained continuously on 
deposit in the account (plus interest credited thereon) 
in shares of either or both of the Funds at the then 
current net asset value of the Fund in question without 
payment of any sales charge. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is appropriate 
in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 22(d) 
of the Act, to the extent requested, be, and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10167/March 21, 1978 


In the Matter of 

FRANKLIN LIFE EQUITY FUND, INC. 

Franklin Square 

Springfield, Illinois 62705 

(811-2175) 

ORDER PURSUANT TO SECTION 8&(f) OF THE ACT 
DECLARING THAT FUND HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On February 23, 1978, a notice was issued (Investment _ 
Company Act Release No. 10136), stating that the 





Commission proposed, pursuant to Section 8(f) of the 
Investment Company Act of 1940 (“Act”), to declare, by 
order on its own motion, that Franklin Life Equity 
Fund, Inc. (“Fund”), registered under the Act as an 
open-end, diversified management investment com- 
pany, has ceased to be an investment company as 
defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the matter would be issued as of course, unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commisison has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Fund has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Franklin Life Equity Fund, Inc., 
under the Act shall forthwith cease to be in effect. 


For the Commisison, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10168/March 21, 1978 


In the Matter of 


FRANKLIN LIFE BOND FUND, INC. 
Franklin Square 
Springfield, Illinois 62705 


(811-2190) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT FUND HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On February 23, 1978, a notice was issued (Investment 
Company Act Release No. 10135), stating that the 
Commission proposed, pursuant to Section 8(f) of the 
Anvestment Company Act of 1940 (“Act”), to declare, by 
- order on its own motion, that Franklin Life Bond Fund, 
Inc. (“Fund”), registered under the Act as an open-end, 


diversified management investment company, has 
ceased to be an investment company as defined in the 
Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the matter would be issued as of course, unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Fund has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Franklin Life Bond Fund, Inc., 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10169/March 21, 1978 


In the Matter of 
EXETER FUND, INC. 


FIRST INDEX INVESTMENT TRUST 
P.O. Box 1100 
Valley Forge, Pennsylvania 19482 


(812-4212) 


NOTICE OF FILING OF APPLIGATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR AN ORDER 
EXEMPTING A PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Exeter Fund, Inc. 
(“Exeter”) and First Index Investment Trust (“First 
Index”) (“Applicants”), both registered under the 
Investment Company Act of 1940 (“Act”) as open-end, 
diversified management investment companies, filed 
an application on October 27, 1977, and amendments 
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thereto on December 23, 1977, March 3, 1978, and 
March 21, 1978, pursuant to Section 17(b) of the Act, 
for an order exempting from the provisions of Section 
17(a) of the Act the proposed sale by Exeter of 
substantially all of its assets to First Index in exchange 
for shares of First Index. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained 
therein, which are summarized below. 


Applicants state that Exeter was organized in 1965 as a 
“tax-free exchange fund” for the sole purpose of 
providing investors owning large blocks of securities 
with an opportunity to diversify their holdings without 
incurring Federal tax liability. Since its initial offering, 
Exeter has not offered its shares to the public, except 
to those of its existing shareholders who have elected 
to receive income dividends and capital gains 
distributions in additional shares rather than cash. 
Applicants represent that Exeter’s investment objective 
is to seek long-term growth of capital and income by 
investing primarily in a diversified portfolio of common 
stocks. Exeter’s investment adviser is Wellington 
Management Company, which receives an annual 
advisory fee of .325% of Exeter’s average net assets. 


Applicants state that First Index was organized in 1975 
as a Pennsylvania business trust. It continuously 
offers its shares to the public. The investment policy of 
First Index is to attempt to duplicate the investment 
performance of the Standard & Poor’s 500 Composite 
Stock Index (“S&P Index”). Applicants state that the 
percentage of assets of First Index to be invested in 
each stock is approximately the same as the 
percentage it represents in the S&P Index. First Index 
has no investment adviser and pays no advisory fee. 


Applicants further state that Exeter and First Index are 
both members of The Vanguard Group of Investment 
Companies (“Vanguard Funds”). The nine trustees of 
First Index also serve on the eleven-member Board of 
Directors of Exeter and on the boards of the other 
Vanguard Funds, as well as on the board of The 
Vanguard Group, Inc., a corporation organized by the 
Vanguard Funds to provide them with corporate 
management and administrative services at cost. The 
officers of Exeter, First Index, The Vanguard Group, 
Inc., and the other Vanguard Funds are identical. 
Accordingly, Applicants state that they may be deemed 
to be under common control and, therefore, that they 
may be affiliated persons of each other. Section 
2(a)(3)(C) of the Act defines affiliated person of 
another person to include any person under common 
control with such other person. 


Applicants state that they have entered into Articles of 


Transfer and Agreement and Plan of Reorganization, 
dated October 19, 1977, (“Agreement”), providing for 
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the acquisition by First Index of substantially all the 
assets of Exeter in exchange for shares of First Index, 
and the liquidation and subsequent dissolution of 
Exeter. Applicants state that the Internal Revenue 
Service has ruled that such acquisition will constitute a 
tax-free reorganization, and that no gain or loss will be 
recognized by Applicants or their shareholders as a 
result of the transaction. The Agreement is subject to 
approval by the affirmative vote of at least a majority of 
the outstanding shares of Exeter. Applicants represent 
that a special meeting of shareholders of Exeter will be 
held on April 19, 1978, to vote upon the Agreement, 
and that if it is approved, the reorganizatin is expected 
to be consummated on April 28, 1978. 


The Agreement provides that the number of shares of 
First Index to be issued to shareholders of Exeter will 
be determined on the basis of the relative net asset 
values per share of the funds, computed as of the close 
of the New York Stock Exchange on the day of the 
closing. As of January 31, 1978, Exeter had total net 
assets of approximately $33,617,000, 925, 299 shares 
outstanding, and a net asset value per share of $36.33. 
As of the same date, First Index had total net assets of 
approximately $19,813,000, 1,620,557 shares out- 
standing, and a net asset value per share of $12.23. 
Thus, if the proposed transaction had taken place on 
January 31,°1978, the shareholders of Exeter would 
have received 2.9738 shares of First Index for each 
share of Exeter. 


Applicants state that immediately following the 
closing, Exeter will dissolve and distribute pro rata to 
its shareholders of record the shares of First Index 
received at the closing. Applicants represent that such 
liquidation and distribution will be accomplished by 
establishing open accounts on the share records of 
First Index in the names of such Exeter shareholders, 
reflecting the respective prorate number of shares of 
First Index due such shareholders. New certificates 
will be issued only upon written request. 


Exeter and First Index will each bear its own expenses 
incurred in connection with the proposed transaction. 
Exeter’s expenses will include the costs of its special 
shareholder meeting, proxy solicitation, liquidation 
and dissolution, and legal and accounting fees. 
Applicants estimate that such expenses will not 
exceed $20,000. The expenses of First Index will 
include legal and accounting fees estimated not to 
exceed $5,000. 


Applicants further state that they will incur additional 
expense in realigning Exeter’s portfolio securities with 
those of First Index, which is necessary in order for 
First Index to achieve its investment objective. Such 
realignment will be effectuated immediately prior to 
the closing through the sale by Exeter of securities — 





having a value of approximately $23,500,000, and the 
subsequent reinvestment of the proceeds of such sale 
in securities appropriate for the portfolio of First Index. 
Applicants estimate that Exeter will incur brokerage 
commissions of $80,000 in the course of such 
relignment, of which about $50,000 will be attributable 
to the sale of its securities and about $30,000 to 
purchasing the appropriate securities. First Index has 
agreed to pay $10,000 of these brokerage 
commissions, which is estimated to be its proportional 
share of the brokerage costs which would have been 
incurred to purchase appropriate securities if Exeter 
merely transferred cash to First Index. 


Section 17(a) of the Act provides, in pertinent part, that 
it is unlawful for any affiliated person of a registered 
investment company, or any affiliated person of such a 
person, knowingly to sell to or purchase from such 
registered investment company any security or other 
property. Section 17(b) of the Act provides, however, 
that the Commission shall grant an exemption from 
such prohibition if the evidence establishes that the 
terms of the proposed transaction, including the 
consideration to be paid or received, are fair and 
reasonable and do not involve over-reaching on the part 
of any person concerned, and that the proposed 
transaction is consistent with the policy of each 
registered investment company concerned and with the 
general purposes of the Act. 


Applicants state that the proposed transaction may be 
deemed to involve the purchase and sale of securities 
and other property between affiliated registered 
investment companies and, therefore, may be deemed 
to violate Section 17(a) of the Act. However, Applicants 
state that the terms of the Agrement are reasonable 
and fair and do not involve overreaching on the part of 
any person concerned in that First Index will be issuing 
its shares in exchange for the assets of Exeter on the 
basis of their respective net asset values with only a 
minor adjustment for the brokerage expense to the 
borne by First Index. 

Applicants state that the Baord of Directors of Exeter, 
in order to offset the declining trend in Exeter’s assets 
and resultant increase in its expense ratio, considered 
a number of possible merger candidates, including 
Firstindex and other Vanguard Funds as well as 
companies managed by other organizations. The 
directors of Exeter concluded that a merger into a 
“managed” fund was not mandatory in order to 
comport with its shareholders’ objectives since Exeter 
was organized as an “exchange” fund, the purpose of 
which was to afford investors owning large blocks of 
securities an opportunity to diversify their holdings 
without incurring capital gains tax liability. 


»,Applicants further assert that First Index will provide 
_ Exeter shareholders with greater diversification, a 
- substantial increase in dividend income and 


consistency of investment objective and policies. 
Because of expected low portfolio turnover, Applicants 
also expect that tax liability for realized capital gains 
will be minimized. Moreover, the reorganization itself 
will be tax-free for Exeter shareholders. 


While Exeter will be required to sell a majority of its 
portfolio’ securities as a condition to the reorganiza- 
tion expenses of aobut $20,000, Exeter’s board of 
directors believes that the continuing benefits which 
will inure to its shareholders greatly outweigh these 
expenses. Applicants expect that Exeter’s annual 
operating expense ratio, which presently is .75% of net 
assets, will be reduced to .30% following the 
reorganization, primarily because First Index pays no 
advisory fee. Since shareholders of First Index are 
charged a quarterly account maintenance fee of $1.50 
($6.00 per year), however, while Exeter shareholders 
are not, Exeter shareholders are expected to experience 
areduction in expense ratio, on average, of about .44%, 
and an annual aggregate expense savings of 
approximately $148,000 as a result of the proposed 
reorganization. 


Applicants state that the proposed reorganization will 
also benefit First Index, principally by increasing the 
size of the fund from $20,000,000 to approximately 
$53,000,000. As a result, First Index, which presently 
has an annual operating expense ratio of approximately 
-46% of net assets, is expected to reduce such ratio to 
30%. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 17, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attonrney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10170/March 21, 1978 


In the Matter of 


NATIONAL MUNICIPAL TRUST, FIRST AND SUB- 
SEQUENT NATIONAL AND STATE SERIES 

c/o Thomson McKinnon Securities Inc. 

One New York Plaza 

New York, New York 10004 


(812-4253) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR ORDER OF EXEMPTION FROM 
THE PROVISIONS OF SECTION 22(d) OF THE ACT. 


NOTICE IS HEREBY GIVEN that National Municipal 
Trust, First and Subsequent National and State Series 
(“Applicant” or “NMT”), a unit investment trust 
registered under the Investment Company Act of 1940 
(“Act”), filed an application on December 21, 1977, and 
an amendment thereto on March 17, 1978, pursuant to 
Section 6(c) of the Act for an order of the Commission 
exempting Applicant from the provisions of Section 
22(d) of the Act to the extent necessary to permit 
Applicant to offer to its unit holders the opportunity to 
participate in the National Municipal Trust Reinvest- 
ment Program (“Reinvestment Program” or “Program”) 
at no additional sales charge. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations 
therein, which are summarized below. 


The Applicant is composed of a series of similar but 
separate trusts (each such trust herein called “Trust” 
and collectively “Trusts”); to date twenty-five such 
Trusts have been created. Each Trust was or will be 
created under the laws of the State of New York by a 
separate Trust Indenture and Agreement (“Trust 
Agreement”), among the sponsors, the trustee and the 
evaluator. Thomson McKinnon Securities Inc. 
(“Thomson’’) and Piper, Jaffray & Hopwood, 
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Incorporated, are the Sponsors (“Sponsors”) for all 
existing Trusts, except the Third, for which Thomson is 
the sole Sponsor. United States Trust Company of New 
York acts as evaluator (“Evaluator”) for all existing 
Trusts. The objectives of each Trust are tax-exempt 
income and conservation of capital through an 
investment in a diversified portfolio of municipal 
bonds. 


Each Trust will be composed of at least $3,000,000 
principal amount of interest-bearing obligations 
deposited into the Trust by the Sponsors. Thereafter, 
the Trustee will deliver to the Sponsors 3,000 units, 
representing the entire ownership of the trust, for sale 
to the public. Distributions will be made monthly and 
will consist of all interest and principal received by 
each Trust net of expenses and amounts required for 
redemption of units. While the Sponsors are not 
obligated to do so, it is their present intention to 
maintain a market for units of each Trust of the 
Applicant and continuously to offer to purchase such 
units at prices in excess of the redemption price as set 
forth in the Trust Agreement. The Sponsors of the 
Applicant have also caused to be created another 
investment company, National Municipal Trust, 
Special Trusts, First Combined Intermediate/Discount 
Series and Subsequent and Similar Series (“NMTST”), 
which consists of a series of similar but separate unit 
investment trusts, created or to be created. 


Applicant proposes to offer to the holders of units of 
present and future series of NMTST as well as holders 
of units of Applicant the opportunity to participate in 
the Reinvestment Program, at no additional sales 
charge. Under the Reinvestment Program, a unit holder 
may elect at any time to have each payment of interest 
and principa! distributed with respect to his units 
reinvested in units of various new series of National 
Municipal Trust (the “Reinvestment Series”) or in 
fractional units of other existing Trusts. 


Each unit of a Reinvestment Series will represent a 
fractional undivided interest in the principal amount of 
underlying bonds and net income of such Series in the 
ratio of one unit for each $1,000 principal amount of 
underlying bonds. Reinvestment units in denomina- 
tions of hundredths of a unit will be purchased from 
the Sponsors at a price equal to the aggregate offering 
price of the bonds in the Reinvestment Series portfolio 
divided by 100 times the number of units outstanding 
plus accrued interest. It is the Sponsors’ intention that 
each reinvestment unit will have a reinvestment price 
per reinvestment unit of approximately $10 per unit (as 
opposed to the public offering price per unit in the 
Reinvestment Series of approximately $1,050 per unit). 


Distributions of interest and principal, if any, made 
with respect to units will be held by the Trustee for the 





participating unit holder’s account and will be used by 
the Trustee to purchase reinvestment units and, to the 
extent necessary, fractions thereof in each January, 
April, July, and October (“Transaction Months”). The 
distributions so held will be in accounts which are 
noninterest bearing to the participant. Applicant 
represents that if the distributions were held in interest 
bearing accounts, the Trustee would have to charge a 
higher fee, approaching 4% of the amount held for 
reinvestment. The funds in these noninterest bearing 
accounts are available for use by the Trustee pursuant 
to normal banking procedures. 


A unit hider may join the Reinvestment Program at the 
time he invests in units of a Trust or any time thereafter 
by delivering to the Trustee of the Trust an 
authorization form which is available from any 
underwriter of such Trust or the Sponsors. Similarly, a 
participant may withdraw from the Reinvestment 
Program at any time by notifying the Trustee. Unless 
written notification of withdrawal is given to the 
Trustee at least five days prior to the first day of the 
Transaction Month, the participant will be deemed to 
have elected to participate in the Reinvestment 
Program with respect to that particular transaction and 
his withdrawal would become effective for the next 
succeeding distribution after the end of such 
Transaction Month. 


Each Reinvestment Series will be a unit investment 
trust similar to the existing Trusts except that the 
Reinvestment Series trust will be comprised of full 
units and reinvestment units. If the Sponsors decide it 
is inadvisable to offer a Reinvestment Series at any 
time when such series is to be offered under the 
Program or the Reinvestment Series materially differs 
from the Trust, in the opinion of the Sponsors, then the 
distributions will be reinvested in units of previously 
formed Series of National Municipal Trust (“Secondary 
Units”) which have been purchased in the secondary 
market by the Sponsors. The Secondary Units will be 
divided into reinvestment units and will be purchased 
for the accounts of the participants in the Program. The 
use of the Secondary Units is intended to be only an 
alternative to be used only when adverse market 
situations develop. The Sponsors anticipate that such 
will rarely occur. In those cases in which reinvestment 
is made in a Secondary Unit Series, the units so used 
will constitute units purchased by the Sponsors as 
market makers and not remaining unsold units from 
the original distribution of units; the Series used will 
have an anticipated remaining maturity of at least ten 
(10) years; the units so used will meet investment 
quality criteria at least as high as those applicable to 
the then current series of NMT and will include bonds 
~ of investment grade security ratings, that is, BBB or 
‘better by Standard & Poor’s Corporation or Baa or 
“ better by Moody’s Investors Service, Inc.; and the 
Sponsors will maintain a secondary market in the units 


involved so that the prospectus distributed in 
connection therewith will be current. 


If any Reinvestment Series should materially differ 
from the prior Trusts of NMT, in the opinion of the 
Sponsors, the authorization will be treated as void for 
such series and the distributions will be reinvested in 
Secondary Units as described above. The Sponsors 
anticipate that a material change which would result in 
a voided authorization would include such facts as the 
inclusion of bonds in the Reinvestment Series 
portofolio the interest income on which was not in the 
opinion of counsel to the issuer exempt from all 
Federal income tax or the inclusion of bonds in the 
Reinvestment Series portfolio which were not rated 
“BBB” or better by Standard & Poor’s Corporation of 
“Baa” or better by Moody’s Investors Service, Inc. It 
should be noted that there is no assurance that the 
quality and diversification of the bonds in any future 
Reinvestment Series or the estimated current return 
thereon will be similar to that of a Trust. Deviations in 
the bond quality (within the criteria set forth in the 
NMT prospectus), diversification or yield from those of 
a Trust will normally not be deemed to constitute 
sufficiently material changes to void an authorization 
under the Program. There will be disclosure in the 
description of the Program that a participant may 
acquire an interest through the Reinvestment Program 
in a portfolio of securities containing one or more 
securities with a lower rating than the securities in the 
Trust portfolio in which he initially invested. 


When an investor indicates that he will participate in 
the Reinvestment Program, the Trustee will open an 
account for him, and he will receive a confirmation of 
the opening of his account. Thereafter, whenever a 
transaction takes place in the account (such as a 
purchase of additional reinvestment units) the 
participant will receive a confirmation statement giving 
complete details of the transaction. A final prospectus 
relating to the Reinvestment Series (or the Secondary 
Units Series, as the case may be) will be mailed on the 
fifteenth day of the Transaction Month or, if such day 
is not a business day for the Trustee, on the first such 
business day thereafter, to each participant along with 
a confirmation which will indicate to each participant 
that reinvestment units have been purchased on his 
behalf, and such transaction will become final unless 
he notifies the Trustee within twelve days from the date 
of the confirmation that he no longer wishes to 
participate in the Program or that he does not want to 
participate in that transaction. To aid a participant who 
might desire to withdraw either from the Reinvestment 
Program or from that particular distribution, a toll-free 
telephone number will be established for participants 
to use for notification of withdrawal. 


The Trustee will charge each account under the 
Program a quarterly fee of 1% of the amount reinvested 
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in such quarter to a maximum fee of $2.50 per quarter. 
Such fee shall be payable quarterly on the Transaction 
Date and may be increased by the Trustee without the 
approval of the participants by amounts not exceeding 
proportionate increases in consumer prices for 
services as measured by the United States Department 
of Labor’s Consumer Price Index entitled “All Services 
Less Rent”. Applicant represents that the afore- 
mentioned provision for fee increases is common for 
trustees of unit investment trusts, and that it has rarely 
been used in the past. The Trustee’s fee will be the only 
charge to the participants under the program. 


The Spunsors intend to maintain a market for the 
reinvestment units and continuously to offer to 
purchase reinvestment units at prices based upon the 
aggregate offering price of the underlying bonds. The 
Sponsors may discontinue such purchases at any time. 
In this event, the Sponsors may nonetheless purchase 
reinvestment units at a price based on the current 
redemption price of those units. However, if the 
Sponsors repurchase reinvestment units in the 
secondary market at price below the offering prices of 
bonds in the appropriate Trust, they will not resell 
those reinvestment units in the secondary market. In 
the event that a market is not maintained for the 
reinvestment units, a participant desiring to dispose of 
his reinvestment units may be able to do so only by 
tendering such’ reinvestment to the Trustee for 
redemption at the redemption price, which is based 
upon the aggregate bid price of the underlying bonds 
as described in a NMT prospectus. The aggregate bid 
price of the underlying bonds may be expected to be 
less than the aggregate offering price. The description 
of the Reinvestment Program will state that, if a 
participant wishes to dispose of his reinvestment 
units, he should inquire of the Sponsors as to current 
market price prior to making a tender for redemption to 
the Trustee. 


The Trust Agreement requires that the Trustee notify 
the Sponsors of any tender of reinvestment units (or 
fractions thereof) for redemption. So long as the 
Sponsors are maintaining a bid in the secondary 
market, the Sponsors, prior to the close of business on 
the second succeeding business day, will purchase 
any reinvestment units (or fractions thereof) tendered 
to the Trustee for redemption at the price so bid by 
making payment therefor to the unit holder in an 
amount not less than the redemption price on the date 
of tender not later than the day on which such 
reinvestment units would otherwise have been 
redeemed by the Trustee. Reinvestment units (or 
fractions thereof) held by the Sponsors may be 
tendered to the Trustee for redemption as any other 
units, provided that the Sponsors shall not receive for 
reinvestment units purchased as set forth above a 
higher price than they paid, plus accrued interest. 
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Section 22(d) of the Act provides, in part, that no « 
registered investment company shall sell any © 
redeemable security issued by it to any person except 
either to or through a principal underwriter for 
distribution or at a current public offering price 
described in the prospectus. None of the exemptions 
from the provisions of that section provided by Rule 
22d-1 applies to the Program. 


Applicant asserts that it believes that there is little or 
no additional sales cost that could be allocated to the 
purchase of reinvestment units through reinvestment 
of distributions from the Trusts. Applicant believes 
that such investors, rather than the Sponsors, should 
receive the benefit of lower sales costs to the 
Sponsors, through reinvestments without payment of a 
sales charge. Applicant states that removing the sales 
charge on the sale of reinvestment units is warranted 
because of the related cost savings. The customary 
sales charge is attributable basically to brokerage 
efforts to make the initial customer solicitation, to 
ascertain the customer’s financial requirements and to 
counsel him on the Applicant’s specific product. 
Applicant represents that each Reinvestment Series 
will be substantially similar to the Trusts into which a 
Program participant initially purchased with the 
exception of the composition of the bond portfolio and 
certain portfolio related information. Consequently, 
the support for that portion of the sales charge 
attributable to counselling the participant on the 
Applicant’s product is reduced, as is the selling 
component relating to initial solicitations. It is the 
Applicant’s belief that cost savings related thereto 
should be passed on to the Program participants. 
Correspondingly, the only increased costs related to 
Applicant’s operation resulting from the institution of 
the Program are the increased costs of the Trustee 
relating to the additional recordkeeping and other 
functions which the Trustee must perform. As set 
forth above, these costs are passed on directly to 
Program participants in the form of a per account 
quarterly charge. Applicant believes this is the fair way 
to treat such costs rather than allocating them to the 
annual costs borne by all unit holders of the Applicant. 


Section 6(c) of the Act provides that the Commission 
may, upon application, conditionally or uncondi- 
tionally, exempt any person, security, or transaction, 
or any class or classes of persons, securities, or 
transactions from any provisions of the Act or of any 
rule or regulation under the Act, if and to the extent 
that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interestec 
person may, not later than April 13, 1978, at 5:30 p.m., > 
submit to the Commission in writing a request for a 





hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing there- 
on. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall 
be served personally or by mail upon Applicant(s) at 
the address(es) stated above. Proof of such service (by 
affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, and order 
disposing of the ap piication will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s Gwn motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10171/March 21, 1978 


In the Matter of 


SCUDDER DEVELOPMENT FUND 
345 Park Avenue 


New York, New York 10022 


and 


TITLE INSURANCE AND TRUST COMPANY, as 
TRUSTEE for the INDIVIDUAL RETIREMENT 
ACCOUNT OF RICHARD D. COLBURN; 


TITLE INSURANCE AND TRUST COMPANY, as 
TRUSTEE for the EMPLOYEES RETIREMENT PLAN 
OF CONSOLIDATED ELECTRICAL DISTRIBUTORS, 
INC.; 


RICHARD D. COLBURN; 


JUDITH N. COLBURN; 


THE EMPLOYEES RETIREMENT PLAN OF ROLLED 
ALLOYS, INC; and 


CONCORD INVESTMENT COMPANY 
c/o Bernard E. Lyons, Esquire 

1516 Pontius Avenue 

Los Angeles, California 90025 


(812-4252) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


On February 22, 1978, a notice was issued (Investment 
Company Act Release No. 10127) of an application 
filed by Scudder Development Fund (“Scudder”), an 
open-end diversified management investment com- 
pany registered under the Investment Company Act of 
1940 (“Act”); and Title Insurance and Trust Company, 
Turstee for the Individual Retirement Account of 
Richard D. Colburn; Title Insurance and Trust 
Company, Trustee for the Employees Retirement Plan 
of Consolidated Electrical Distributors, Inc. 
(“TITC/ERP/CED”); Richard D. Colburn; Judith N. 
Colburn; The Employees Retirement Plan of Rolled 
Alloys, Inc., and Concord Investment Company 
pursuant to Section 17(b) of the Act for an order of the 
Commission exempting from the provisions of Section 
17(a) of the Act a proposed sale by Scudder of 50,000 
shares of common stock of Hughes Supply, Inc. 
(“Hughes”). TITC/ERP/CED, as an affiliated person of 
Hughes, which is an affiliated person of Scudder, 
would otherwise be prohibited from knowingly 
purchasing the shares from Scudder. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course, unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found, on the 
basis of the information contained in the application, 
that the terms of the proposed transaction are 
reasonable and fair and do not involve overreaching on 
the part of any person concerned and that the proposed 
transaction is consistent with the policy of Scudder, 
and consistent with the general purposes of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed sale by Scudder Development Fund 
of 50,000 shares of common stock of Hughes Supply, 
Inc., be, and hereby is, exempted from the provisions 
of Section 17(a) of the Act, effective forthwith. 
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For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10172/March 22, 1978 


In the Matter of 
TEMPLETON WORLD FUND, INC. 
and 


SECURITIES FUND INVESTORS, INC. 
50 North Franklin Turnpike 
Hohokus, New Jersey 07423 


(812-4219) 


ORDER GRANTING AN APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN EXEMPTION 
FROM SECTION 22(d) OF THE ACT AND PURSUANT 
TO SECTION 11(a) OF THE ACT TO PERMIT AN 
OFFER OF EXCHANGE 


Templeton World Fund, Inc. (the “Fund’’), an 
open-end, diversified management investment com- 
pany registered under the Investment Company Act of 
1940 (“Act”), and Securities Fund Investors, Inc. 
(“SFI’’), the principal underwriter for the Fund 
(collectively the “Applicants”), filed an application on 
November 14, 1977, for an order of the Commission (1) 
pursuant to Secton 11(a) of the Act to permit the Fund 
to offer its common shares for certain shares of The 
Reserve Fund, Inc., and (2) pursuant to Section 6(c) of 
the Act to exempt Applicants from the provisions of 
Section 22(d) of the Act and the rules thereunder to the 
extent necessary to permit such an offer of exchange. 


On February 23, 1978, a notice (Investment Company 
Act Release No. 10133) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 
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The matter has been considered and it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protectin of investors 
and the purposes fairly intended by the policy and 
provisions of the Act. Accoridngly, 


IT IS ORDERED, pursuant to Section 11(a) of the Act, 
that the proposed offer of exchange be approved. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the request for exemption from Section 
22(d) of the Act to the extent requested be, and hereby 
is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10173/March 22, 1978 


In the Matter of 
STERNS HOLDINGS INCORPORATED 


STERNS HOLDINGS INCORPORATED (formerly Stern 
& Stern Textiles, Inc.) 

1359 Broadway 

New York, New York 10018 


(811-2795) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Sterns Holdings Incorporated (‘‘Applicant’”), a 
closed-end, diversified management investment 
company registered under the Investment Company 
Act of 1940 (“Act”), filed an application on February 1, 
1978, and an amendment thereto on February 21, 1978, 
pursuant to Section 8(f) of the Act, for an order 
declaring that Applicant has ceased to be an 
investment company as defined in the Act. 


On February 23, 1978, a notice (Investment Compan’ 
Act Release No. 10137) was issued of the filing of the~ 
application. The notice gave interested persons an 





opportunity to request a hearing, and stated that an 
order disposing of the application would be issued as 
of course, unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Sterns Holdings Incorporated 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





\NVESTMENT COMPANY ACT OF 1940 
Release No. 10174/March 22, 1978 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE 
COMPANY 


AND 


MASSMUTUAL INCOME INVESTORS, INC. 
1295 State Street 
Springfield, Massachusetts 01111 


(812-4193) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER. 


Massachusetts Mutual Life Insurance Company 
(“Insurance Company”), a mutual life insurance 
company organized under the laws of the 
Commonwealth of Massachusetts, and MassMutual 
Income Investors, Inc. (‘‘Fund’’), a diversified, 
closed-end management investment company regis- 
tered under the Investment Company Act of 1940 
(“Act”) (hereinafter collectively referred to as 
Applicants”), filed an application on September 26, 
».977, and amendments thereto on November 14, 1977, 
and February 1, 1978, pursuant to Section 17(d) of the 


Act and Rule 17d-1 thereunder, for an order of the 
Commission permitting the Insurance Company to 
purchase $9,000,000 principal amount and the Fund to 
purchase $3,000,000 principal amount at direct 
placement of a new issue of 8.5% 20-year senior notes 
(“Notes”) of Mead Corporation (“Mead”), and, 
alternatively, in the event the Insurance Company 
purchases $12,000,000 in principal amount of the 
Notes before the issuance of such order, for an order 
pursuant to Section 17(b) of the Act exempting from 
the provisions of Section 17(a) of the Act the sale of 
$3,000,000 in principal amount of the Notes plus 
aque interest by the Insurance Company to the 
Fund. 


On February 22, 1978, a notice was issued (investment 
Company Act Release No. 10129) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information contained in the application, 
that the participation of the Fund in the proposed 
transaction is consistent with the provisions, policies 
and purposes of the Act and is not on a basis less 
advantageous than that of other participants. 
Accordingly, 


IT IS ORDERED, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, that the application to 
permit the proposed transaction be, and hereby is, 
granted. 


For. the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








1As of the date of this order, counsel for MassMutual 
Income Investors, Inc. informed the staff that the 
Insurance Company has not purchased $12,000,000 in 
principal amount of the Notes, thus eliminating the 
need for exemptive relief pursuant to Section 17(b) of 
the Act. Accordingly, this order grants the application 
only with respect to Section 17(d) and Rule 17d-1. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10175/March 22, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5917/March 22, 1978 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10176/March 23, 1978 


In the Matter of 


ADMIRALTY FUND UNIT PLAN 
/ New York Plaza 
New York, New York 10004 


(811-728) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Oppenheimer 
Management Corporation (‘“‘“OMC’’) has filed an 
application on behalf of Admiralty Fund Unit Plan 
(“Act”) as a unit investment trust, for an order of the 
Commission, pursuant to Section 8(f) of the Act, 
declaring that Applicant has ceased to be an 
investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein which are sum- 
marized below. 


The application states upon information and belief that 
Applicant registered with the Commission under the 
Act on June 1, 1956, under the name Lone Star Fund 
Systematic Payment Plan and issued certificates in 
Lone Star Fund Systematic Payment Plan and issued 
certificates in Lone Star Fund (“LSF”), a Texas 
common law trust registered as an open-end, 
diversified investment company under the Act. On 
February 19, 1957, LSF was liquidated and its assets 
were distributed to shareholders. The Commission 
issued an order on April 14, 1957 (Investment Company 
Act Release No. 2515) declaring that LSF had ceased to 
be an investment company. Since the dissolution of 
LSF, the underlying fund in which Applicant invested, 
Applicant has been inactive and has had no assets or 
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shareholders. The application states that, as the result | 
of a series of mergers, OMC has become the 
investment adviser to the successors in interest to the ™ 
investment companies which originally included LSF. 


Section 8(f) of the Act provides, in part, that when the 
Commission,-.upon application, finds that a registered 
investment company has ceased to be an investment 
company, it shall so declare by order, and that upon 
the taking effect of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 17, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service &by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Cmmission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10177/March 23, 1978 


In the Matter of 


JESUP & LAMONT INCORPORATED 





NOTICE OF APPLICATION PURSUANT TO SECTION 
9(c) OF THE ACT FOR EXEMPTION FROM SECTION 
9(a) 


NOTICE IS HEREBY GIVEN that Jesup & Lamont 
Incorporated (herein referred to as “J&L” of the 
“Applicant’’) has filed an application and an 
amendment pursuant to Section 9(c) of the Investment 
Company Act of 1940 (‘40” Act) for an order exempting 
it from the provisions of Section 9(a) of the 40 Act. All 
interested persons are referred to the application and 
amendment on file with the Securities and Exchange 
Commission (“Commission”) for a statement of the 
representations made therein which are summarized 
below. 


Applicant J&L, a Delaware corporation, is a registered 
broker-dealer registered under the Securities Exchange 
Act of 1934 (“Exchange Act”) (File No. 8-17651) and a 
member of the New York Stock Exchange and other 
principal exchanges. 


On October 16, 1969, in Securities and Exchange 
Commission v. Parvin Dohrmann Company, et al. Civil 
Action No. 69 Civil 4543 (ELP) an action was brought in 
the United States District Court for the Southern 
District of New York by the Commission regarding 
certain transactions in the Common Stock of Parvin 
Dohrmann Company. Applicant J&L agreed to settle 


‘such litigation on a basis it deemed satisfactory, and, 
accordingly, J&L, on April 23, 1971, without admitting 
or denying the allegations of the complaint, consented 
to the entry of an Injunction restraining it from 
violating the Commission’s Rule 10b-5 in connection 
with the purchase or sale of securities. 


In another matter, by Commission Order for Public 
Proceedings and Hearing dated April 21, 1977 
(administrative Proceedings, File No. 3-4976), the 
Commission alleged that during the period from 
approximately August 1972 through October 1974, The 
Forum Corporation, formerly named Hundred 
Management Fund (‘‘Forum’’), Forum Investment 
Counsel, Inc. (“FIC”), John P. Decker and John |. 
Dickerson, directly or indirectly, singly and in concert, 
and aided and abetted by J&L, Robert W. LaMorte 
(“LaMorte”) and others, anc each of them, acting as 
agent, willfully violated Section 17(e)(1) of the 40 Act in 
that they caused Forum and FIC to accept 
compensation from Jesup & Lamont International, 
Ltd., for the purchase and sale of property of One 
Hundred Fund Incorporated (“One Hundred”). It was 
further alleged that, except for J&L, each of the 
aforementioned willfully violated and willfully aided 
and abetted violations of Section 17(a) of the Securities 
Act of 1933 as amended (the “Act”) and Section 10(b) 
of the Exchange Act and Rule 10b-5 thereunder, in 
Jonnection with the offer, sale, purchase and 
“redemption of shares of One Hundred by use of the 


mails or other means or instrumentalities of interstate 
commerce. J&L agreed, without admitting or denying 
the allegations of the Order for Public Proceedings, to 
settle with the Commission by accepting a Censure 
and paying One Hundred the sum of $40,000. (See 
Administrative Proceedings File No. 3-4976.) 


Robert W. LaMorte and John P. Decker (“‘Decker”) were 
named as two of the individuals against whom the 
allegations were raised. During the hearing of these 
allegations, Administrative Law Judge Max O. 
Regensteiner granted a motion to dismiss the 
proceedings with respect to LaMorte on the ground 
that the Enforcement Division had presented no 
evidence implicating him in the alleged violations. In 
this initial decision, the Administrative Law Judge also 
dismissed enforcement proceedings against Decker. 
(SEC News Digest, December 13, 1977, at 1) J&L 
amended its originai application to reflect the 
above-noted dismissals. All other statements set forth 
in the original application were reaffirmed. 


Section 9(a)(2) of the 40 Act, as here pertinent, makes 
it unlawful for any person who, by reason of any 
misconduct, is permanently or temporarily enjoined by 
order, judgement, or decree of any court of competent 
jurisdiction from engaging in or continuing any 
conduct or practice in connection with the purchase or 
sale of any security to serve or act in the capacity of 
employee, officer, director, member of an advisory 
board, investment advisor or depositor of any 
registered investment company, or principal under- 
writer for any registered open-end company, registered 
unit investment trust or registered face amount 
certificate company. 


Section 9(c) provides that, upon application, the 
Commission by order shall grant an exemption from 
the provisions of Section 9(a) either unconditionally or 
on an appropriate temporary or other conditional basis, 
if it established that the prohibitions of Section 9(a), as 
applied to the Applicant, are unduly or dispropor- 
tionately severe or that the conduct of such person has 
been such as not to make it against the public interest 
or the protection of investors for the Commission to 
grant a permanent exemption from the provisions of 
Section 9(a) of the Act. In support thereof Applicant 
submits the following: 


(1) The Injunction entered on April 23, 1971, and the 
Censure entered on April 22, 1977, were the result of 
actions taken by J&L prior to its total reorganization as 
hereinafter discussed. On June 11, 1974, there was a 
total shift of control of J&L from the persons allegedly 
responsible for the action which led to the Injunction 
and Censure to a new group of individuals. Under this 
reorganization, McQuade, Curd & Sullivan (“MC&S”), a 
New York Stock Exchange member firm was merged 
with J&L, and two-thirds of the record and beneficial 
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voting stock as well as operational control of the 
resulting entity were acquired by the principal officers 
e° | stockholders of MC&S. Only two of the former 
© ‘icers of J&L remained with the surviving entity, 
namely Anthony Villa and Alexander M. Laughlin, both 
of whom as of the date of this application, have 
severed all connections with J&L. The partner who was 
directly responsible for the Parvin Dohrmann situation, 
John J. Dunphy, terminated his association with J&L 
prior to the merger. Robert W. LaMorte, who 
was involved in the Censure, is presently employed by 
J&_ in a non-management position and will not act as 
an investment advisor. None of the principals of MC&S 
itself has ever been accused in or subjected te any 
disciplinary proceedings by the Commission, the New 
York Stock Exchange or the National Association of 
Securities Dealers. Furthermore, except for the 
2forementioned Injunction and Censure actions, J&L 
has never been charged with any wrongdoing. J&L as it 
exists today is, in essence, a different entity from the 
one which is the subject of the Injunction and Censure. 
While technically J&L, for tax reasons, was the survivor 
of the merger, there has been extensive reorganization, 
a complete change in control, and new management. 


(2) On September 21, 1976, a further reorganization 
ocurred under which Jesup & Lamont Holding Co. 
(“J&L Holding”) was organized to serve as a holding 
company for J&L and each of its subsidiaries. The 
principal stock ownership and control of J&L Holding 
also rests in the former partners of MC&S. 


(3) It is inequitable for J&L as it is presently 
constituted to continue to experience an impediment 
to its current or planned business by virtue of 
sanctions imposed, more than six years ago with 
respect to the Parvin Dohrmann action and more than 
three years ago with respect to the One Hundred Fund 
Incorporated Censure, upon a prior management no 
longer associated with J&L. 


(4) Applicant, except for the above-described actions 
which resulted from the acts of prior management, has 
never been subject to an injunctive action instituted by 
the Commission, and the Applicant has never applied 
for an exemption from the provisions of Section 9(a) of 
the 40 Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than April 19, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues of fact or law proposed to be 
controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
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D.C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant in care of Thomas E. 
Constance, Esq., Shea Gould Climenko & Casey, 330 
Madison Avenue, New York, New York 10017. Proof of 
such service (by affidavit or in the case of an 
attorney-at-law by certificate) shall be filed 
contemporaneously with the request. At any time after 
said date, as provided in Rule 0-5 of the Rules and 
Regulations promulgated under the 40 Act, an order 
disposing of the Application herein may be issued by 
the Commission upon the basis of the information 
stated in said application, unless an order for hearing 
upon said Application shall be issued upon request or 
upon the Commission’s own motion. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in 
this matter, including the date of the hearing (if 
ordered) and any pastponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SERVICE LIST 


Thomas E. Constance, Esq. 
Shea Gould Climenko & Casey 
330 Madison Avenue 
New York, New York 10017 


Gary N. Sundick 
Securities and Exchange Commission 
500 North Capitol Street, N.W. 
Room 477 
Washington, D.C. 20549 
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Administrative Proceeding File No. 3-5403 
In the Matter of 


NORTHEASTERN FINANCIAL CORP. 
c/o Jeffrey F. Andrews 

209 State Street 

Portland, Maine 04102 


File No. 801-11062 


JEFFREY F. ANDREWS 
25 Washington Street 
Bath, Maine 04530 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
REMEDIAL SANCTIONS 


The Commission deems it appropriate in the public 
interest that proceedings be instituted pursuant to 
Sections 203(e) and (f) of the Investment Advisers Act 
of 1940 (“Advisers Act”) with respect to Northeastern 
Financial Corp. (“Northeastern”), an investment adviser 
registered with the Commission pursuant to Section 
203(c) of the Advisers Act, and Jeffrey F. Andrews 
(“Andrews”), president of Northeastern 


The respondents, having been advised of the 
Commission’s intention to institute proceedings 
pursuant to Sections 203(e) and (f) of the Advisers Act, 
have submitted an Offer of Settlement in which they 
waive a hearing and all post-hearing procedures, and 
without admitting or denying the findings contained 
herein, consent to the entry of this Order Instituting 
Proceedings and Imposing Remedial Sanctions. 


I. 


Based on the Offer of Settlement, the Commission 
finds: 


1. That on July 12, 1976, the Superior Court of 
Cumberland County of the State of Maine entered by 
consent an Order permanently enjoining Northeastern 
and Andrews, among others, from violations of the 
registration and antifraud provisions of the Maine 
securities laws in connection with the offer and sale of 
limited partnership interests and similar investment 
plans. 


2. That on August 6, 1976, the Superior Court of 
Cumberland County of the State of Maine entered by 
consent an Order preliminarily enjoining Northeastern 
and Andrews, among others, from selling and offering 

_tor sale securities, short-term notes, and limited 
partnership interests. 


3. That on September 8, 1977, in the Superior Court 
of Cumberland County, Portland, Maine, Andrews pled 
guilty to and was convicted of various counts of theft 
by unauthorized taking and theft by deception (17-A 
M.R.S.A. §§353 and 354) in connection with an offering 
of securities. 


In view of the foregoing, the Commission deems it 
appropriate and in the public interest to accept the 
Offer of Settlement of Northeastern and Andrews, and 
accordingly, 


IT IS ORDERED that: 


1. The registration of Northeastern and Andrews, and 


1. The registration of Northeastern as an investment 
adviser be and hereby is revoked; and 


2. Andrews be and hereby is barred from association 
with any broker-dealer, investment company, or 
investment adviser. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES AND EXCHANGE COMMISSION v. BANK 
OF CREDIT AND COMMERCE INTERNATIONAL, S.A., 
et al. 

(United States District Court for the District of 
Columbia) Civil Action No. 78-0469 


The Securities and Exchange Commission on Friday, 
March 17, 1978, announced the filing of a Complaint in 
the United States District Court for the District of 
Columbia against Bank of Credit and Commerce 
International, S.A., (“BCCI”), Agha Hasan Abedi 
(“Abedi”), Kamal Adham (“Adham”), Faisal Saud 
al-Fulaij (“al-Fulaij”), Sheikh Sultan bin Zaid al-Nahyan 
(“Sultan al-Nahyan”), Adbullah Darwaish (“Darwaish”), 
T. Bertram Lance (“Lance”) Eugene J. Metzger 
(“Metzger”), J.W. Middendorf, II (““Middendorf”), 
Stephens, Inc., and Jackson T. Stephens (Stephens”) 
seeking a Judgment of Permanent Injunction and Other 
Equitable Relief. 


On March 18, 1978, the Court 1978 entered Judgments 
of Permanent Injunction restraining and enjoining the 
defendants from violations of Section 18(d) of the 
Securities Exchange Act of 1934 (“Exchange Act”) and 
Rules 13d-1 and 13d-2 and Schedule 13D promulgated 
thereunder. BCCI, Abedi, Adham, al-Fulaij, Sultan 
al-Nahyan, Darwaish, Lance, Metzger, Middendorf, 
Stephens, Inc., and Stephens consented to the entry of 
the Judgment without admitting or denying the 
allegations in the Commission’s Complaint. 


The violative activity alleged in the Commission’s 
Complaint concerns acts and transactions of the 
defendants in connection with the securities of 
Financial General Bankshares, Inc. (“FGB”) which are 
registered with the Commission pursuant to Section 
12(b) of the Exchange Act and traded on the American 
Stock Exchange, Inc., FGB, a Virginia Corporation with 
its principal place of business in Washington, D.C., is 
a registered bank holding company and ‘through 
subsidiary companies owns over 50% of the voting 
securities of about 13 banks and has controlling 
interest in two others. 


The Commission’s Complaint alleged that the 
defendants failed to make the required Schedule 13D 


filings with the Commission and in connection 
therewith, certain of the defendants acting together, 
engaged in a series of acquisitions of approximately 
20% of FGB outstanding common stock through open 
market purchases and privately negotiated purchases 
often at a premium over the then market price for such 
securities, from substantial shareholders of FGB. This 
course of business was structured by certain of the 
defendants in such a manner to avoid public disclosure 
of their activities. As a result of these purchases, as 
well as other FGB securities held by the defendants, 
these defendants controlled approximately 28% of the 
outstanding common stock of FGB. At various times, 
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conflicting representations were made to certain 4 
sellers of such securities concerning the true purposes \ _ 
of the acquisitions by certain of the defendants 
including the true identity of the purchasers, the 
intention to acquire control, to obtain influence over 
the management of FGB, and to seek representation on 
FGB’s Board of Directors. 


Further the Commission’s Complaint alleged from at 
least April 1977 to the present, certain of the 
defendants made or caused to be made, Schedule 13D 
filings with the Commission pursuant to Section 13(d) 
which omitted to disclose material information 
required to e disclosed and failed promptly to file 
required amendments to such filings upon the 
occurrence of various material events. 


EQUITABLE RELIEF OBTAINED 


In addition to the entry of the Judgments of Permanent 
Injunction by the Court against the defendants, 
equitable relief was obtained by the Commission. A 
description of certain provisions of the equitable relief 
are set forth below. 


As part of the equitable relief obtained by the 
Commission, International Credit and Investment 
Company (Overseas) Ltd. (“ICIC”) and/or one or more 
of Adham, al-Fulaij, Darwaish and possibly other 
persons or entities (‘the offerors”), represent that the 
intend to make, as soon as promptly practicable, a=. 
cash tender offer for any and all outstanding shares of 
the common stock, par value $.10 per share (“common 
stock”), of FGB at a price of $15 per share in cash, 
subject to obtaining certain approvals. 


In the event that the .cash tender offer, described 
above, is not made by the offerors within one year from 
the date of the entry of the Judgment, the offerors will 
utilize their est efforts during the succeeding year to 
sell the FGB common stock, directly or indirectly 
owned or controlled by them in blocks of at least 
100,000 shares at a cash price in excess of $15 per 
share, and if an offer to purchase is received, the 
offerors must accept the offer. The offerors further 
undertake to report on a quarterly basis to the 
Commission and the Court on the progress being made 
on selling such stock. 


In addition, the offerors represented to the 
Commission that if within a period of two years after 
the date of the entry of the Judgment, any person(s) or 
group(s) of persons make a cash tender offer or an 
exchange offer for any and all outstanding shares of 
common stock at a price in excess of $15 per share, the 
offerors will tender or cause to be tendered all common 
stock, directly or indirectly owned or controlled bv 
them, pursuant to the offer at the highest price offere 
by any person or group of persons including the 
offerors. 
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In addition to the above, the offerors undertake that, 
prior to the commencement of any tender offer of the 
offerors, or prior to the sale of any FGB common stock 
by Adham, al-Fulaij, Sultan al-Nahyan, or Darwaish or 
six months from the date of the entry of the Judgment, 
whichever shall first occur, the offerors will establish a 
special fund of $1 million (the “fund”), by depositing 
such amount with an independent escrow agent, 
satisfactory to the Commission and the offerors, to be 
held in an interest-bearing account. Claims against the 
fund may be filed by persons who sold shares of FGB 
common stock to Adham, Sultan al-Nahyan, Darwaish 
or al-Fulaij, or their agents, advisers or attorneys, at a 
price less than $15 per share, with certain exceptions 
specified in their Undertakings, provided that the 
claimant can establish that he had sold his FGB 
common stock to Adham, Sultan al-Nahyan, Darwaish 
or al-Julaij or their agents, advisors or attorneys. 
Disbursements from the fund will not exceed the 
difference between $15 and the amount received (per 
share) by any such claimant and that all claims must be 
filed within one year after the establishment of the 
fund. 


The offerors further undertake that at no time after the 
entry of the Judgment, will they acquire, directly or 
indirectly, by purchase or otherwise, any FGB common 
stock unless such acquisition is made pursuant to a 
‘tender offer for any and all outstanding shares of FGB 
“common stock at a price of at least $15 per share. 


Adham, Darwaish, al-Fulaij and Sultan al-Nahyan 
further undertake that during the two year period 
following the entry of the Judgment, they will not sell 
or otherwise transfer any common stock, directly or 
indirectly owned or controlled by them, to any other 
person(s) or entity(ies) unless and until the 
Commission is given ten (10) days written notice of the 
transaction and is satisfied that such person(s) or 
entity(ies) is not directly or indirectly related to, or 
otherwise affiliated with, them. 


Adham, Darwaish, al-Fulaij and Sultan al-Nahyan 
further undertake to maintain the stock certificates 
representing all shares of common stock, directly or 
indirectly owned or controlled by him at a financial 
institution satisfactory to the Commission and them, 
in the District of Columbia, for a period of two years 
from the date of the Judgment. 


Certain of the defendants were ordered to comply with 

their Undertakings to retain counsel experienced in the 

federal securities laws to consult and advise them in 

connection with all filings required to be filed with the 

Commission pursuant to Section 13(d) of the Exchange 
~ Act regarding FGB or any other issuer. 


“Further, the Court ordered Stephens, Inc., to comply 
with its Undertaking to adopt, implement and maintain 


certain procedures designed to prevent future 
violations of Section 13(d) of the Exchange Act and the 
Rules and Schedules promulgated thereunder. 


In addition to the above relief, !CIC agreed to subject 
itself to the jurisdiction of the Court for the purpose of 
enforcing the terms of the Court ordered Stipulation 
with respect to its representations and undertakings 
described above. Further, the Court ordered ICIC to 
comply with its undertaking not to, directly or 
indirectly, acquire FGB common stock unless such 
acquisition is made pursuant to a tender offer for any 
and all outstanding shares of common stock of at least 
$15 per share. Further, certain of the defendants 
undertook not to sell any common stock of FGB, 
directly or indirectly, which they may now or hereafter 
acquire to any of the other defendants, except pursuant 
to certain terms and conditions. 


The Court retained jurisdiction of the matter to enforce 
and implement the terms of its Orders. 
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U.S. v. JERRY W. THARP 
(E.D. Mo. 77-272 CR (2)) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office, and John F. Kern, Attorney-In-Charge 
of the St. Louis Branch Office of the Securities and 
Exchange Commission, and Robert D. Kingsland, 
United States Attorney for the Eastern District of 
Missouri, announced that on February 27, 1978, the 
day on which trial was to commence, Jerry W. Tharp 
entered a plea of quilty to one count of the seven-count 
indictment which had previously been returned against 
him by a Federal grand jury. The count of the 
indictment to which Tharp entered his guilty plea 
alleged that from 1970 through early 1974, Tharp, a 
former securities salesman with a St. Louis 
broker-dealer firm, violated the anti-fraud provisions of 
the Securities Act of 1933 by engaging in a scheme to 
defraud one of his customers. 


The indictment alleged that Tharp engaged in 
unauthorized trading in the customer’s account, 
induced a number of short-term transactions in mutual 
fund shares and engaged in “churning” the customer’s 
account; that is, making transactions excessive in size 
and frequency in relationship to the character of her 
investment account and objectives. The indictment 
further alleged that this course of conduct resulted in 
sizable commissions being paid to Tharp and his 
employer in the customer suffering a large loss. 


As the result of a previous administrative proceeding 
initiated against Tharp by the Commission, on July 19, 
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1977, a consent order was entered barring him from 
association with any broker-dealer, investment adviser 
or investment company. 


Tharp is to be sentenced on March 17, 1978. 


The indictment was the result of a joint investigation 
by the Commission’s St. Louis Branch Office, United 
States Attorney’sOffice and the Federal Bureau of 
Investigation, and was presented to the grand jury and 
prepared for trial by Assistant United States Attorney 
Terry |. Adelman. 





Litigation Release No. 8338/March 20, 1978 


Securities and Exchange Commission v. John Valo 
77 Civil 5436 (S.D.N.Y.) (LPG) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, announced that on February 2, 1978, the 
Honorable Lee P. Gagliardi, United States District 
Judge for the Southern District of New York, signed a 
Final Judgment of Permanent Injunction against John 
Valo (“Valo”) of Fords, New Jersey. Valo consented to 
the entry of the injunction, which enjoins him from 
further violations of Section 17(a) of the Securities Act 
of 1933, and Sections 7(f) and 10(b) of the Securities 
Exchange Act of 1934 (“Exchange Act”) and Rule 10b-5 
promulgated thereunder, and Regulation X pro- 
mulgated thereunder, and Regulation X promulgated 
by the Board of Governors of the Federal Reserve 
System pursuant to Secton 7(f) of the Exchange Act. 


As ancillary relief, the injunction further provides that, 
for two years from the date of the entry of the 
injunction, Valo must report to the Commission all 
transactions in securities. 


The Commission’s complaint in this action, which was 
filed on November 9, 1977, alleged that Valo engaged 
in a scheme whereby he sold securities in cash 
accounts, which he had opened and was maintaining at 
several broker-dealers, without informing the broker- 
dealers through whom the sales transactions were 
effected that he did not own the securities. The 
complaint also alleged that Valo: 


(1) intended to deliver-in securities to complete the 
sales transactions only if a favorable movement in the 
price of the security occurred between the date of the 
sale and the date the securities were due to be 
delivered; and 


(2) generally completed all sell orders (placed with 
various broker-dealers) with securities purchased (at 
other broker-dealers) after the date of the sales. 
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In addition, the Commission’s complaint alleged that, _ 
in order to effect the scheme outlined above, Valo © 
made misrepresentations of material facts and omitted 
to state material facts necessary to make the 
statements made, in light of the circumstances under 
which they were made, not misleading, concerning, 
among things: 


(1) the status of Valo as a money manager, 
investment counselor, hedge fund, or portfolio 
manager; 


(2) the substantial amount of money which Valo 
purportedly managed for various clients; 


(3) the ownership of securities being sold in the 
broker-dealer accounts; and 


(4) the reasons why Valo had failed to deliver-in 
securities by the date sete for such delivery. 
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SEC v. Dimensional Entertainment Corp. 
77 Civil 5290 (CHT) 


William D. Moran, Regional Administrator of the New 
York Regional Office, announced that on February 15, 
1978, the Honorable Charles H. Tenney of the United 
States District Court for the Southern District of New 
York signed final judgments of permanent injunction 
against John R. Potter Co., Inc. (“Potter Co.”), a New 
York City broker-dealer, and John R. Potter (“Potter”), 
its principal. The judgments enjoin Potter Co. and 
Potter from further violations of Sections 5 and 17(a) of 
the Securities Act of 1933, Section 10(b) of the 
Securities Exchange Act of 1934, and Rule 10b-5 
thereunder. 


The complaint which was filed on October 31, 1977, 
alleges that Potter Co., Potter, and thirteen other 
defendants participated in an illegal public distribution | 
of, and a manipulation of the trading market for, the | 
common stock of Dimensional Entertainment | 
Corporation. (See Litigation Release No. 8198). Potter | 
Co. and Potter consented to the entry of the 
injunctions without admitting or denying the 
allegations of the Commission’s complaint. The civil 
injunctive action is currently pending against eleven | 
defendants. (SEC V. Dimensional Entertainment Corp. 
77 Civil 5290 (CHT)}. 
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SEC V. PICTURE ISLAND COMPUTER CORPORA- 
TION, et al. 
CA 3-4249-C (N.D. TEX.) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission and Daniel R. Kirshbaum, Assistant 
Regional Administrator of the Houston Branch Office, 
today announced that Federal District Judge William 
M. Taylor, Jr., Dallas, Texas, entered an order on 
October 11, 1977, enjoining N. Edward Bottinelli, 
Dallas, Texas, from further violations of the 
registration provisions of the federal securities laws 
and entered an order. 


Judge Taylor also entered an order on February 24, 
1978, permanently enjoining Dinty W. Whiting now of 
Saint Paul, Minnesota, from further violations of the 
registration and anti-fraud provisions of the federal 
securities laws. 


Bottinelli and Whiting consented to the orders of 
permanent injunction without admitting or denying the 
allegations contained in the Commission’s complaint. 


In its complaint filed October 23, 1970, the 
Yommission alleged that Bottinelli, Whiting and others 
ad engaged in violations of the registration and 
antifraud provisions of the federal securities laws in 
connection with the offer and sale of the common 
stock of Picture Island Computer Corporation. 


For further information see Litigation Release Nos. 
4786 and 4865. 
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SEC v. INTERNATIONAL FILM CORP., et al. 
(c.d. ca, Cv-77-1775-AAH) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange 
Commission, announced that on March 7, 1978, the 
Honorable A. Andrew Hauk of the U.S. District Court in 
Los Angeles entered a Final Judgment and Order of 
Permanent Injunction enjoining Joseph Graves 
(Graves), of Lancaster, California, from further 
violations of the registration and anti-fraud provisions 
of the Federal securities laws. 


The Commission had alleged that Graves had 
participated in a fraudulent motion picture tax shelter 

theme involving the saie of unregistered limited 
vartnership interests and promissory notes. Graves 
consented to be enjoined without admitting or denying 


the allegations set forth in the Commission’s 
complaint. 


The remaining defendants in this action are 
International Film Corp., General Film Corp., 
International Film Enterprises, Controlled Film 
Mardeting, Inc., Verland T. Whipple, Winston 
Christensen and Raymond Jones. 


For further information see Litigation Release 7937 and 
8283. 
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SEC v. RONALD MANDERANO, et al. 
(78-575) 


In the Matter of George Mayer, et al. 


The Securities and Exchange Commission announced 
the filing of a complaint in the United States District 
Court for the District of New Jersey on March , 1978, 
to enjoin Ronald Manderano, Joseph Manderano, Joan 
Manderano and Dominick Costatino from violating 
Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder, in connection with a 
scheme of purchasing based upon material non-public 
information. Ronald Manderano, Joseph Manderano, 
Joan Manderano and Dominick Costatino each 
simultaneously consented to a Final Judgment of 
Permanent Injunction and Other Relief. 


In a related matter, the Commission announced that 
George Mayer, Chester Arnold, Lawrence Schreck and 
James Barry consented to the entry of an Order 
Instituting Proceedings and Making Findings and 
Imposing Remedial Sanctions (Order) based upon 
allegations of trading based upon material non-public 
information. The Commission instituted administrative 
proceedings and simultaneously accepted the 
respondents Offers of Settlement whereunder the 
respondents neigher admitted nor denied any 
allegations and waived a hearing. 


The Commission’s complaint alleges that Ronald 
Manderano was a printer at a facility of Arnold 
Bernhardt & Co. where he gained access to the Value 
Line Investment Service. Ronald Manderano would 
discover the identity of the Value Line “Stock of the 
Week” prior to its publication and pass it to his 
brother, Joseph Manderano. Joseph Manderano would 
then purchase the “Stock of the Week” through an 
account opened in his wife’s maiden name. On 
twenty-nine occasions during a period of February 
through October 1976, Joseph Manderano purchased 
the “Stock of the Week” prior to its public 
dessimination. In addition, Joseph Manderano 
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revealed the identity of the “Stock of the Week” to his 
business partner who in turn purchased the “Stock of 
the Week” on numerous occasions. 


securities law provisions with respect to Registrant or . 
any other broker-dealer with which Bonastia or Gaffney — 


may become associated. Bonastia and Gaffney ~ 


As part of their consents, Joseph and Joan Manderano, 
and Dominick Costatino disgorged the profits derived 
from the activities alleged in the Commission’s 
complaint. 


According to the allegatins in the Order, Mayer was 
Joseph Manderano’s registered securities sales 
representative at E.F. Hutton & Co.’s Newark, New 
Jersey, office. Sometime during early March 1976, 
Mayer and Arnoid, another registered sales 
representative at Hutton, discovered and later 
confirmed that Manderano was somehow purchasing 
the Value Line “Stock of the Week” prior to its public 
dissemination. Barry and Schreck, who were Mayer 
and ARnold’s respective alternates, were also made 
privy to this information. Mayer, Arnold and Barry each 
used this information to purchase stock for his own 
account. In addition, all of them used this information 
as the basis for recommendations to benefit certain of 
their selected customers, some of whom were 
informed as to the source and nature of the 
information. As part of the Offers of Settlement, Mayer 
and Arnold will each be suspended for 15 business 
days. 





Litigation Release No. 8343/March 23, 1978 


SEC v. THE 1.E.S. MANAGEMENT GROUP, INC., et al. 
(Civil Acton File No. 77-1039 (D.N.J. 1977)) 


WILLIAM D. Moran, Administrator of the New York 
Regional Office, today announced that, on March 13, 
1978, United States District Judge Vincent P. Biunno in 
Newark, New Jersey, issued orders of “Final Judgment 
of Permanent Injunction By Consent” enjoining Peter 
J. Bonastia (“Bonastia’) and Thomas C. Gaffney 
(“Gaffney”) from aiding and abetting further violations 
of Sections 15(c)(3) and 17(a) of the Securities 
Exchange Act of 1934 and Rules 15c3-1 (net capital 
rule), 17a-3 and 17a-4 (bookkeeping rules), and 17a-11 
(supplemental reporting rule) thereunder. 


Bonastia is the president of Investors Economic 
Systems, Inc. (“IES”), and Gaffney is the president of 
The 1.E.S. Management Group, Inc. (“Registrant”), a 
wholly-owned subsidiary of IES and a broker-dealer 
which maintained its principal office in Irvington, New 
Jersey. Registrant is presently being liquidated 
pursuant to the Securities Investor Protection Act of 
1970, and IES has been adjudicated a bankrupt. The 
orders permanently enjoin Bonastia and Gaffney from 
aiding and abetting further violations of the above 
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consented to the entry of the injunctions without 
admitting or denying the allegations in the 
Commission’s complaint. 


For further information, see Litigation Release Nos. 
7991 and 8145. 





Litigation Release No. 8344/March 23, 1978 


SEC v. RANCHERS PACKING CORPORATION, et al. 
77 Civil 2521 (E.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, announced that on March 8, 1978, Robert 
Boyer (“Boyer”), president of Ranchers Packing Corp. 
and the sole remaining defendant in the action of SEC 
v. Ranchers Packing Corp., et al., 77 Civil 2521 
(E.D.N.Y.), consented to the entry of a final judgment 
of permanent injunction enjoining him from further 
violations of the reporting provisions of the federal 
securities laws. Boyer consented to the entry of the 
injunction without admitting or denying the allegations 
contained in the Commission’s complaint. 


For further information, see Litigation Release No. 
8240. 





Litigation Release No. 8345/March 23, 1978 


UNITED STATES v. LEONARD D. LEVIN, 
78 Crim. 144 (S.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office, and Robert B. Fiske, Jr., United 
States Attorney for the Southern District of New York, 
announced that on March 2, 1978, Leonard D. Levin 
(“Levin”) pleaded guilty to a two count Information 
charging him with violating Section 17(a) of the 
Securities Act of 1933 (“Securities Act”), Section 10(b) 
of the Securities Exchange Act of 1934 (“Exchange 
Act”), and Rule 10b-5 thereunder. Specifically, the 
Information charged Levin with creating an artificial 
pool of purportedly free trading Dimensional 
Entertainment Corporation common stock (then known 
as Wicker World, Inc.), filing with the Commission 
letters containing information that various specific 
individuals had purchased Dimensional shares during a 
public offering when he, in fact, knew that they had not 
done so, and unlawfully transferring those share 
when he knew that they were not eligible for suci. 
transfer. 
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In a related civil action filed on October 31, 1977, the 
Commission is presently seeking to permanently 
enjoin Levin from further violations of Sections 5 and 
17(a) of the Securities Act, Section 10(b) of the 
Exchange Act, and Rule 10b-5 thereunder, in 
connection with his transactions in Dimensional 
common stock. The complaint also seeks that Levin 
disgorge all profits which inured to him as a result of 
his illegal activities. SEC v. Dimensional Entertainment 
Corporation, 77 Civil 5290 (CHT) (See Litigation 
Release No. 8198). 


On February 15, 1977, a judgment of permanent 
injunction by consent prohibiting further violations of 
Sections 5 and 17(a) of the Securities Act, Section 
10(b) of the Exchange Act, and Rule 10b-5 thereunder, 
was entered against Levin by the U.S. District Court for 
the Middle District of Florida, Tampa Division, in 
SECv. Candywyne Corporation, et al. (See Litigation 
Release Nos. 7560, 7631). 


George A. Fitzsimmons 
Secretary 





Litigation Release No. 8346/March 23, 1978 


U.S. v. SAM FORD, et al. 
78 Cr. 141 (S.D.N.Y.) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission (“Commission”), and Robert B. Fiske, 
Jr., United States Attorney for the Southern District of 
New York, announced that on March 2, 1978, a Federal 
Grand Jury sitting in the Southern District filed a 
twenty-two count indictment charging Sam Ford 
(“Ford”), Barbara Belle (“Belle”), Michael Yordon 
(“Yordon”), Susan E. Smith (“Smith”) and Paul L. 
Huntsman, Jr. (“Huntsman’’) with a nationwide 
securities fraud involving the common stock of 
Dimensional Entertainment Corporation (‘““Dimen- 
sional”). More specifically, the indictment charges all 
of the defendants with the use of manipulative devices 
with regard to the over-the-counter trading market in 
Dimensional stock in violation of Section 10(b) of the 
Securities Exchange Act of 1934 (“Exchange Act”) and 
Rule 10b-5 thereunder. All the defendants are also 
charging with conspiracy to obstruct justice and 
perjury before either the Securities and Exchange 
Commission or the Grand Jury. In addition, defendants 
Ford and Belle are charged with violations of Sections 
17(a) of the Securities Act of 1933 (“Securities Act”) 
and the federal wire fraud and mail fraud statutes. 


In a related civil action filed on October 31, 1977, the 
Commission is presently seeking to permanently 
enjoin Ford, Belle, Yordon, Smith and others from 
further violations of Sections 5 and 17(a) of the 
Securities Act and Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder. As regards defendant Ford, 
the Commission’s action also seeks to enjoin him from 
further violations of Rule 10b-6, promulgated pursuant 
to Section 10(b) of the Exchange Act, and to obtain 
disgorgement of ill gotten gains. SEC v. Dimensiona 
Entertainment Corporation, et al., 77 Civ. 5290 (CHT). 
[See Litigation Release No. 8198]. 
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